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The End of the Good Neighbor 
Policy 


By SIMON G. HANSON 


On October 13, 1952, General Eisenhower came to New 
Orleans to recite an unknown ghost-writer’s version of the 
status of the good-neighbor policy. “A good-neighbor policy,” 
he said, “has become by drift and neglect a poor-neighbor 
policy. With the coming of war we frantically wooed Latin 
America. Then came the end of the war and the Adminis- 
tration proceeded to forget these countries just as fast. Ter- 
rible disillusionment set in throughout Latin America. There 
was no mutual working out of long-term economic problems. 
As a result a buying spree on the part of Latin Americans 
rapidly liquidated their dollar balances. Resulting economic 
distress was followed by popular unrest, skillfully exploited 
by Communist agents there.” Lost in the LIFE-like inaccu- 
racies of this eloquence, the General ended the recitation with 
a promise: “Here too our policy has been stop-and-go, zig and 
zag. ... That too will change after you give the command 
on next November 4.” 

Within six months after the General assumed his new post, 
the policy of the good-neighbor was at an end. What hap- 
pened? What was the philosophy and what were the working 
principles for our relations with the other American republics 
which the new Administration had in mind when it took office? 
It appears to have been consistent in pursuit of the objective 
of ending the good-neighbor policy, but the purpose of the 
selection of this objective eludes intelligent examination. 
“Any fool,” said the new Assistant Secretary of State for 
Inter-American Affairs, ‘‘can see what we want to do.”! Yet, 
however easy it may have been for a fool, it was by no means 
simple for the ordinary student of foreign policy to determine 
what the Administration was attempting. And it was all too 
easy to understand the disaster that was being visited upon 


1 Address by Hon. John M. Cabot before the Joint Meeting of the 
Export Managers Club of New York and the Export Advertising Asso- 
ciation, New York City, March 17, 1953. 
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our relations with Latin America by the succession of oper- 
ating decisions. 


The Bases of the New Policy. The testimony of the new 
Secretary of State before congressional committees was 
pathetic in its ignorance and in its lack of any grasp of policy 
concepts. 

“IT would say frankly,” admitted Dulles after five months 
of reflection on the inaccuracies of Eisenhower’s ghost-writer, 
“that I do not think we have yet found the best solution for 
our relations with Latin America.”* During the campaign 
the absence of substantive criticism in the intemperate re- 
marks against the manner in which the good-neighbor policy 
had been implemented had been frequently noted. And now 
Dulles confirmed the existing impression that the “crusade” 
at least in this field had nothing to offer. 

Searching again for the ghost’s economic distress and pop- 
ular unrest and Communist exploitation of it, Dulles came up 
instead with the conclusion that “‘Latin America’s position 
in recent years has been relatively stable.’’* 

Introducing some vague and erroneous ideas on the growth 
of communism in Latin America, he held out for the congres- 
sional committees the possibility that the technique of “‘manu- 
factured scares” might eventually serve this Administration 
as the basis of policy. The previous policy-makers had been 
widely criticized for allowing foreign-aid policy to lend itself 
to manufactured scares, but they had at least drawn the line 
at allowing our Latin American relations to deteriorate to the 
same basis. And spokesmen for the leading Latin American 
nations were firmly resisting the feelers put out for basing 


* Hearings before the Committee on Appropriations, U.S. Senate, on 
H. R. 6391 (Mutual Security Appropriations for 1954), p. 83. 

3 Hearings before the Subcommittee of the Committee on Appropria- 
tions, House of Representatives (Departments of State, Justice and Com- 
merce Appropriations for 1954), p. 7. 

+The Prime Minister of Pakistan had summarized the problem of 
manufactured scares well when he was asked whether there was a prob- 
lem of internal communist menace in his country. “If I say yes,” said 
this wise diplomat, “it is not true but I get aid. If I say no, I get no 
aid although it is true.” The better students of inter-American relations 
had been praying that the new policy would not discriminate against 
those nations conducting their affairs so well that there was little of 
the subversive problem, or favor those nations willing or able to claim 
an internal threat of this kind. 
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inter-American relations on the unsound core of manufactured 
scares. The Mexican Ambassador to the United States, for 
instance, in a radio interview rejected the notion that the 
continent’s “democratic institutions are in danger of being 
converted to communism,” and with respect to Mexico an- 
swered with an emphatic “they are not!’’® 

Turning to Point IV—the most effective policy concept 
formulated by the previous administration, the most success- 
fully implemented policy, the only foreign-assistance program 
that had been established by the Congress on a permanent 
basis, and the foreign policy with perhaps the widest public 
acceptance in the United States — Dulles forecast a radical 
change in concept and in scope when he drooled that “we ought 
as rapidly as possible to shift from government grants to 
private activities which I think often can develop mutually 
advantageous intercourse with other countries much more 
effectively than the government itself can. ... Perhaps Gov- 
ernment can gradually get out of the business of handling 
activities of that sort through public appropriations.’’® 

And while the new Assistant Secretary of State for Inter- 
American Affairs was insisting that “the principal pre- 
occupation of most of the people in Latin America today is 
the improvement of their material lot and the principal drive 
is their desire for improvement in their economic and social 
status,’* Dulles pinned his hopes on diverting attention to 
cultural relations, stressing that “improved cultural relations 
with more visits (sic) fortunately is something that does not 
cost very much in the way of money,” and “there is no area 
in the world where as much can be accomplished by good 
cultural relations as in South America.”* (The distinction 
between South America and Latin America usually escapes 
Dulles.) 


5 New York Herald Tribune, July 27, 1953. 

6 Hearings before the Subcommittee of the Committee on Appropria- 
tions, House of Representatives (Departments of State, Justice and Com- 
merce Appropriations for 1954), pp. 4-5. 

7 Hearings before the Committee on Foreign Affairs, House of Repre- 
sentatives (Mutual Security Act Extension, H. R. 5710), p. 1082. 

8 Hearings before the Subcommittee of the Committee on Appropria- 
tions, House of Representatives (Departments of State, Justice and Com- 
merce Appropriations for 1954), p. 7. 
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Talk being cheap and the idea generally accepted within the 
new policy group that a central deficiency of the previous 
administration had been its failure to “talk up” our interest 
in Latin America, the big guns of the Administration now 
proceeded to underestimate the intelligence of the leaders of 
Latin America and of Latin Americans generally by laying 
down a barrage of platitudes under cover of which a series of 
very damaging operating decisions was taken. 

In March 1953 the State Department leaked the story that 
Secretary Dulles would sound the keynote for the new drive 
toward hemisphere solidarity in his statement to the Pro- 
tocolary Session of the Council of the Organization of Ameri- 
can States on March 23. Dulles then proceeded to the Pan 
American Union where he delivered some saponaceous re- 
marks on the importance of inter-American relations, reported 
meaningfully (he hoped) that “President Eisenhower and 
I often talk together about hemispheric solidarity,” and lauded 
the Organization of American States—all in all a speech that 
was about as far from keynoting a new policy as any speech 
could be, and one that fell flat before the over-alerted Latin 
Americans.° 

In April, the President himself attended a meeting of the 
Council to express his dedication to doing ‘“‘all that I can to 
perfect the understanding and trust upon which this commu- 
nity must rest,” to show that the full range of platitudes had 
not been exhausted in the campaign just past, and to reveal 
that the basic Administration policy of “study and postpone” 
was being extended to the Latin American field in the form 
of a forthcoming junket by the President’s brother to Latin 
America.!° 

In July, as the Americas, in Ezequiel Padilla’s words, waited 
for a “prophetic voice to speak up and exhilarate us to work 
together for our mutual destiny,’*! Milton Eisenhower re- 
turned from Latin America. Fresh from the embrace of the 
Argentine dictator and the noisy dissatisfaction which the 
new shift in policy toward Argentina had aroused in some 
of the more democratic neighboring countries, he found that 


% Statement of Secretary of State John Foster Dulles at Protocolary 
Session of Council of the Organization of American States, Pan American 
Union, March 23, 1953. 

10 New York Times, Aprii 13, 1953. 

11 New York Times, May 17, 1953. 
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“friendly relations with the republics of South America are 
critically important in the worldwide struggle for the winning 
of men’s minds.” Conscious that the skillful communication 
of democratic ideas was the final safeguard of a free society, 
and apparently ready to take any steps necessary to please 
his new “democratic” ally in the struggle for the winning of 
men’s minds, he gratified Perén in a radio broadcast with an 
expression of dissatisfaction with our instruments of inter- 
national communication, to be exact, the press services. He 
rediscovered the policy of non-intervention. And he made it 
clear that he favored “better understanding, abiding coopera- 
tion, and the supremacy of spiritual values.” 

Early in August, reporters were called to an off-the-record 
conference with the Assistant Secretary of the Treasury and 
the Assistant Secretary of Commerce who had accompanied 
Milton Eisenhower on the junket. These officials listed their 
“discoveries”: that power and transportation were major 
problems, that food production was an important problem, 
that inflation was an important problem! (The President 
in announcing the mission had cautioned that a full assess- 
ment of the “economic and social conditions now prevailing 
throughout our continent and of all the efforts being pressed 
to bring a better life to all our people” can “probably be made 
only through direct personal understanding of the facts.” 
And apparently this could be achieved in a matter of hours 
in each country.) In response to queries the officials indi- 
cated that they had informed the Latin Americans that the 
Export-Import Bank had been stripped of its traditional role 
in the economic development of Latin America. Asked what 
had been the major accomplishment of the Eisenhower Mis- 
sion, they smugly replied that it had undoubtedly been the 
manner in which Eisenhower had charmed the Latin Ameri- 
cans into believing that this Administration has a genuine 
interest in them, but they refused to speculate on how long 
the glow would last in the absence of deeds to support it. 
The depth of the impression made can be judged by the in- 
creasing use in Washington by the Latin American community 
of the password: Mas divisas, menos sonrisas.}* 

If the Administration had limited itself to the familiar 
verbiage of the inter-American system, the damage might have 
been held to that which uninspired leadership and an impres- 
sive ignorance produce at any time. Unfortunately, under 
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cover of the dreary platitudes the Administration was moving 
rapidly to wreck the very basis of sound economic relations 
with Latin America. 

The Climate of Implementation. For some observers the 
good-neighbor policy has legalistic connotations. It means the 
constantly developing structure of agreements and treaties 
and conferences. It means the multilateral framework worked 
out in peacetime which facilitates effective bilateral negotia- 
tions in wartime to enable the United States to defend the 
hemisphere against outside aggressors and to mobilize (more 
or less) its neighbors to the support of the free society. For 
the historians of ‘““The Undeclared War” it means the climate 
within which, with the “forbearance and conciliation” inherent 
in the policy, bilateral arrangements could be worked out 
by which “during the most critical period of the conflict 
Washington was relieved of serious concern over the attitude 
of its neighbors.’”!* For President Perén welcoming General 


13 William L. Langer and S. Everett Gleason, The Undeclared War 

(Harper & Brothers, New York, 1953), p. 624. 
Ibanez of Chile, it reduces to the sneer that “no kind of unity 
is made on paper. ... Pacts are often nothing more than a 
dead letter.” The latter, apparently, especially where the 
Argentine signature to a pact is involved. 

The apparatus for defense against outside aggressors has 
only narrow comprehensibility at best in an area where, as 
the State Department has testified in explaining the failure 
of Latin America to offer serious support of the UN effort 
in Korea, “most of the people do not live in circumstances 
that enable them to recognize they have a stake in the 
struggle.”'* And the potential of the good-neighbor policy 
for direct support of the growth of democratic institutions 
within the individual countries is lost in the adherence to the 
policy of non-interference. In practical terms, therefore, the 
good-neighbor policy for the Latin American has maximum 


12 Qn the North American side, the Journal of Commerce in New York 
warned its readers that “we certainly have no desire to dampen the 
pleasant homecoming of the Milton Eisenhower mission but we think 
that any reports of the great success of the trip should certainly be 
taken with more than a dash of paprika. ... The net effect is that the 
Eisenhower Mission has had to leave disappointment in its wake.” 

14 Hearings before the Committee on Foreign Affairs, House of Rep- 
resentatives (Mutual Security Act Extension, H. R. 5710), p. 855. 





THE END OF THE GOOD-NEIGHBOR POLICY 9 


meaning in its potential contribution to social and economic 
advancement. The outlines of the structure for defense hav- 
ing been blocked out and accepted by the American Republics, 
the extent of its usefulness beyond the bare and inadequate 
minimum demonstrated in World War II and in the Korean 
conflict rests on the degree to which the United States can 
give substance to that aspect of the policy which alone has 
broad meaning for the Latin:Americans.'* Unfortunately, 
it was precisely in this field, in the climate of the implemen- 
tation of the economic and social aspects of the good-neighbor 
policy, that the great change occurred in Washington when 
the new Administration took over. 

During the 1930s and 1940s it was the showy apparatus 
of treaties and resolutions and conferences that attracted 
attention to the good-neighbor policy. The State Department 
was primarily concerned with this aspect of the policy, and 
the problem was admirably suited to its personnel of the 
period, with their limited intellectual drive and lack of imag- 
inative creative intellect. Outside the Department, in the 
agencies to which the creative thinkers, the idea-men, the 
men with vision and imagination, had gravitated naturally, 
there was greater appreciation of the fact that it was the 
progress on the economic and social phase of the good-neigh- 
bor policy that would determine its long-range success, and 
indeed the practical effectiveness of the network of treaties 
and resolutions which the Department was weaving. This 
difference in emphasis and in quality of personnel explains 
the unending fight of outside agencies to prod the Department 
into broadening its outlook on the good-neighbor policy. Yet 
it must be pointed out that everywhere in Washington, even 
in the State Department, the climate was one of good will for 
the Latin Americans. The Latin Americans who came here 


15 Langer and Gleason (The Undeclared War), listing the “little prog- 
ress made in obtaining base rights in the Latin American republics,” 
and “the inability to get beyond the stage of planning in common with 
respect to the crucial defense of northeastern Brazil,” etc., conclude 
that nevertheless “the relief of serious concern over the attitude of its 
neighbors” was “perhaps as much as could have been expected from a 
community of twenty independent countries.” What is important is to 
set the target for such cooperation at a higher level and to work more 
effectively on that phase of the good-neighbor policy which would permit 
greater results from the phase with which the United States seems 
more deeply concerned. 
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to negotiate and discuss could sense that they were dealing 
with men of good will. In the year 1953 this climate dis- 
appeared. 

In the 1930s and 1940s a Mexican economist could go into 
the Treasury or Agriculture or Interior to talk economic 
development and be impressed with the fact that American 
officials were even more anxious than he was to find suitable 
vehicles of cooperation, more impatient to mobilize the instru- 
mentalities and the resources of this government to accelerate 
the development of under-developed countries. A Brazilian 
found himself hearing from American officials a plea for fuller 
documentation of plans for development so as to enable the 
United States to participate more fully in developmental co- 
operation with Brazil; he could even go to outside seminars 
in Washington and hear American officials speak openly and 
a bit sorrowfully of how much more assistance Brazil could 
be mobilizing here if its officials would only develop the bor- 
rowing technique which the Chileans had quickly developed. 
As administrative law expanded, the Executive hustled to 
give the Latin Americans the benefit of every doubt; if inter- 
pretation of a law was involved and a potential hurt to a 
Latin American product or interest was seen, the decision 
was slowed if any doubt existed. Every challenge to im- 
ports from Latin America found the Executive Branch 
ready to do battle to beat down the threat or to hold it to 
the least possible damage. When financing facilities were 
established, the agencies outside the State Department 
prodded the Department constantly to maximize the avail- 
ability of assistance for Latin America; and when they felt 
this was still inadequate they brought out a proposal for an 
Inter-American Bank. When war came, long before the Latin 
Americans themselves were conscious of the nature of the 
problem and while the State Department flaunted its ignorance 
at inter-departmental meetings by asserting the problem 
would not arise, the other agencies of this government went 
ahead developing policy that would assure Latin America 
a proper share of short-supply commodities; and throughout 
the war and again during the Korean conflict the Executive 
Branch saw to it that the benefit of any doubt in appraisals 
of minimum essential requirements accrued to Latin America 
instead of to the U. S. consumer.'® No catalog of the eco- 
nomics of the good-neighbor policy is intended here. Granted 
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that more progress would have been made if the State De- 
partment had not been a generation behind in recognition 
of the role of economic policy in foreign policy. Fortunately, 
the tone of the Roosevelt and Truman Administrations was 
set by the men outside the Department. And what is impor- 
tant is that in the 1930s and 1940s men of good will—not in 
response to pressure or threats or manufactured scares but 
rather in understanding of the potential and of the content 
of a real good-neighbor policy—worked constantly to expand 
the scope of cooperation with Latin America. It was a warm 
self-generated identification of our interest with that of Latin 
America, which is the essence of the good-neighbor policy. 
The Operating Decisions. John Foster Dulles in the hear- 
ings of the Senate Foreign Relations Committee on his nomi- 
nation for the post of Secretary of State had been asked by 
the Chairman: “To implement policy ... have you in mind 
any specific changes you want to bring about in the State 
Department?” And he had replied: “Well, I think the most 
change that is needed is a change of heart. You have got the 
machinery but the spirit is the thing which counts.”!7 Despite 
this warning that a change of heart was coming, no analyst 
could have foreseen its application to the good-neighbor policy, 


16 There were abuses, too, and it should be pointed out that they were 
sometimes charged unfairly to the climate of implementation which we 
are here discussing. For instance, early in the Eisenhower Administra- 
tion certain serious irregularities occurred in the decontrol of the price 
of coffee; apparently someone had been gotten to in OPS, with serious 
cost to the American consumer. The Administration failed to act. But 
it should not be ascribed to the restraints imposed by the implementation 
of the good-neighbor policy. It was simply a failure on the part of 
Justice Department to investigate and prosecute in the case of an irregu- 
larity. Similarly under the Truman Administration, there were a number 
of matters, in the period of the great raid on this country’s coffee market 
which cost the American consumer $250 million per year thereafter, 
which should have gone to Justice Department for active investigation 
and court action. Some did reach Justice Department but were buried. 
If the Agriculture Department was “gotten to” by foreign elements, as 
there is ample justification to feel, if Agriculture Department failed in 
its responsibilities, it could not be ascribed to a judging of the “benefit 
of the doubt.” It was plain refusal to function as prescribed by law in 
the interests of this country. Such abuses do not fall within the benefit- 
of-doubt lines of action described in this section. 

17 Hearings before the Committee on Foreign Relations, United States 
Senate, on the nomination of John Foster Dulles, Secretary of State- 
Designate, January 15, 1953, p. 4. 
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for the policy had previously won support on both sides of 
the aisle. Yet, no policy, no climate of implementation of a 
policy, ever changed faster than did this one when the new 
Administration began to make operating decisions. 

Countervailing Duties. In May 1953 Secretary of the Treas- 
ury Humphrey testified before the House Committee on Ways 
and Means with respect to extension of the Trade Agreements 
Act. He had at least one “accomplishment” to report. Said 
Humphrey: “A few weeks ago some Members of Congress 
brought to our attention the fact that we were getting wool 
tops in from Uruguay and that in Uruguay they were paying 
at one rate of exchange for wool tops and at another for raw 
wool; in that way they were getting a bounty on the wool tops 
coming to this country. ... The law provides that where a 
bonus or a bounty is paid, manipulated in some way by some 
foreign country to put goods in this country, it is the duty of 
the Secretary of the Treasury to take some action with respect 
to it and put in a countervailing duty. ... We studied it all 
the way through. ... We made up our minds that they are 
paying a bounty and we are putting a countervailing duty on 
wool tops that will stop that.” Congressman Simpson, whose 
bills to vitiate the reciprocal trade program were a depressing 
indication of Republican thinking, was quick to interrupt: 
“T congratulate you. You saw your duty and you did it.” 
Mr. Humphrey came back modestly to underline his achieve- 
ment: “This is the first time that it has been done.” Mr. 
Simpson: “They have been doing that for a long time, too.” 
Mr. Humphrey, sternly: “It has been going on for a long while 
and the countervailing duty is going on right now.’’!8 

This operating decision was somewhat less simple than the 
exchange of satisfied comment might indicate, however. It is 
true that the problem was not a new one. There had been 
sufficient doubt in the case for the Treasury and the State 
Department to have assured Uruguay a year before that its 
treatment of exchange rates would not be regarded as a 
bounty. The Treasury itself had testified frequently on the 
difficulty of making a finding in such a case and had always 
joined willingly in giving the benefit of the doubt to the Latin 
American neighbor. And of course, as The Washington Post 


18 Hearings before the Committee on Ways and Means on H. R. 4294, 
House of Representatives, p. 635. 
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pointed out, the fact that “Argentina was not penalized for 
taking similar exchange action” was particularly conspicuous 
under the current status of the two countries’ relations with 
the United States. 


Uruguay was one of the strong support-points of the inter- 
American system. It was a vigorous partner of the United 
States at the UN as well as at the Pan American Union, as 
befitted a country as appreciative of its democratic institu- 
tions and as deeply interested in preserving the free society 
as we were. It had withstood fierce pressure from the Peron- 
istas despite its location and its lesser economic strength. 
On the economic side, its export capacity was such that it had 
little ability to create dollar exchange beyond the export of 
wool, so that our whole economic relationship was tied up 
with the question of wool. The government, against consid- 
erable opposition from anti-U. S. elements, at the time had up 
for ratification five treaty arrangements which figured vitally 
in the U. S. program for relations with Latin America: the 
M.S.A. treaty; the Treaty of Friendship, Commerce and Eco- 
nomic Development; the Air Transportation Treaty; the Point 
IV agreement; and GATT. 


Yet, the new Administration in Washington found it neces- 
sary to end the policy of giving the Latin American country 
the benefit of the doubt. And with that intellectual dishonesty 
which was to become the pattern of the Administration, it 
released off-the-record (but with hope of reaching Monte- 
video) the suggestion that Treasury had actually taken this 
step to PROTECT Uruguay from even more violent action 
by the Congress, that if the Treasury had not so acted, the 
Congress might have taken away its authority in the matter. 
It was a Republican Congress of course. Protect us from our 
protectors, the Uruguayans might well say. 


Curtailment of Imports. If further evidence was needed 
that this new Administration could no longer be trusted in 
matters affecting the economic position of Latin America, 
Secretary of State Dulles quickly provided it in the case of the 
bills that were introduced to restrict the imports of residual 
fuel oil and otherwise to curtail the flow of imports. This was 
a subject on which the Department’s traditional position was 
well known to the Latin Americans who felt that at least on 
this subject they could count on good faith and automatic 
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support from the Executive Branch. Here the strategy of 
contradictions was worked out by the new policy makers. 

Assistant Secretary of State for Inter-American Affairs 
John Cabot, who would have to deal with the Latin Americans, 
was allowed to speak in the old tradition: “In September 1952 
we signed a trade agreement with Venezuela. Today there 
are some twenty-one bills before Congress which would in 
effect repudiate this agreement. I am not going to describe 
to you at length what is likely to happen if one of these bills 
should pass; you yourselves will readily appreciate that if we 
should thus break an international commitment it will not 
only damage your business in Venezuela but also prejudice 
our interests throughout the Americas.” !® 

Assistant Secretary of State Morton was allowed to tell 
the foreign-trade-minded community of New Orleans that 
H. R. 4294 (Simpson bill) “would tear the vitals out of the 
present Trade Agreements Act ... create consternation among 
countries of the free world.” 

And Under-Secretary of State Smith was sent to the U. S. 
Chamber of Commerce to warn that “our Venezuelan friends 
would have to do a good deal of fast talking to their more 
nationalist-minded countrymen if we shut out Venezuelan oil, 
and this is without consideration of the strategic importance 
of Venezuelan oil to our own security. ... At present about 
70 percent of the oil we import originates in Venezuela, It 
amounts to less than a tenth of our domestic consumption. ... 
Venezuela is and has been a friend of the United States... 65 
percent of the revenue of the Venezuelan Government and 
over 95 percent of Venezuelan foreign exchange comes from 
oil operations.” Smith made plain his views on the damage 
that would be forthcoming from the proposed legislation. 

It might have been concluded from all these speeches by 
responsible officials that policy was being outlined. Not so, 
however. 

The Ways and Means Committee of the House asked Dulles 
whether he agreed with Cabot, Morton and Smith. And Dulles 
proceeded to give some of the most astonishing testimony on 
record, all of which could only be taken by the Latin Ameri- 
cans as further evidence of the fashion in which deterioration 


19 Hearings before the Committee on Ways and Means on H. R. 4294, 
House of Representatives, pp. 600-603. 
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was occurring. If the Latin Americans had been taken for 
granted previously, clearly now they were being taken for 
fools. And in terms of foreign policy this represented no 
progress. 

“Do you agree with the statement made by Assistant Sec- 
retary Cabot?” asked Congressman Cooper. Secretary Dulles 
replied: “I agree that that is one point of view. ...I do believe 
that those who like Mr. Cabot have a primary responsibility to 
assure friendly relations with Venezuela—I think that it is an 
entirely proper point of view for him to express.” 

“Does this statement by Assistant Secretary Morton rep- 
resent the administration’s position on the Simpson bill?” 
Dulles replied: “I cannot say that it represents the adminis- 
tration’s position. It represents his position.” 

The confused Congressman returned to the question: “Does 
that statement by Under-Secretary Smith represent the ad- 
ministration’s position on the oil import restriction sections 
of this pending bill?” Dulles was firm: “No, sir. What Sec- 
retary Smith did was to marshal a series of facts... did not 
make any recommendations . . . an administration position 
means a conclusion, a recommendation of policy.” 

In Caracas, for Venezuelan consumption, the President’s 
brother stated that the “Administration on principle is firmly 
opposed to an increase in import duties on oil from Venezuela.” 
In Washington, for Congressional consumption, the Secretary 
of State said: “I am against the Simpson bill at this time. 
Whether I will be against it a year from now, I do not know.” 

A wise and experienced commentator, Mr. Walter Lippman, 
was later to sum up the performance in many such fields with 
the observation that the Eisenhower experiment has been 
working so badly that “every great and difficult issue in 
domestic and foreign policy has had to be avoided, evaded or 
postponed.” But for students of the good-neighbor policy 
the evasions had more meaning, for they indicated that the 
very foundations of the good-neighbor structure, still none 
too strong, which had been building for some twenty years, 
were well on the way to destruction at the hands of the new 
policy-makers. There had indeed been the change of heart 
that Mr. Dulles had promised—and with it had evaporated 
the good will and good faith and sympathy and understanding 
that had been the core of this very great policy. 

In New Orleans, the General had protested that “there was 
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no mutual working out of long-term economic problems.” Yet, 
the substitute now proposed by his Secretary of State was to 
send the Assistant Secretary of State out to bluff as far as 
possible the Latins into thinking that U. S. policy has not 
changed, and to hope that the deeds that belied such state- 
ments might in some way be blamed on someone else. Revert- 
ing to the manner in which the General had bemeaned himself 
with the speech on the good-neighbor policy and the succession 
of platitudes and inanities since taking office, it is interesting 
to note that when faced with an alert press audience in Rio, 
Milton Eisenhower fell back on the defense that “‘U. S. policy 
toward South America has not changed!” Unfortunately it 
was changing and not for the better. Lead, zinc, wool, petro- 
leum, and down the list. Here was a new manner of thinking 
on “mutual working out of long-term economic problems” by 
making the base completely uncertain. Our policy had been 
zig and zag, the General had shouted with scorn. Now he 
spoke sincerely for lower trade barriers one week and as 
sincerely named two high-tariff men to the Tariff Commission 
the next. 

By late August, the Administration was back on the hill 
with a recommendation for a higher duty on all imports of 
raw wool, and was met this time by a warning from (of all 
people) the Argentines that such an increase “‘would sound 
the voice of alarm to a world tired of fruitless promises and 
declarations by the United States.” Promptly the Assistant 
Secretary was sent out a month later to try to confuse the 
Latin Americans with the State Department pronouncement 
that “Principle No. 1 in our economic relations with our sister 
republics must be the equitable entry of Latin American 
products into American markets under stable rules. We can- 
not exclude their products and have their friendship . . . we 
must buy what they can produce... there is no other way.’’*° 
The press had long been warning the new Administration that 
“charm” and surface sincerity must be accompanied by deeds 
to be effective. But it was by now clear that the climate of 
policy-implementation had changed to herald the end of the 
good-neighbor policy. 

It has been argued that a rationale for the policy of the 


20 Address by Hon. John M. Cabot, at the meeting of the Pan American 
Society of New England, October 9, 1953. 
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forked tongue may be found in Dulles’ testimony before the 
Senate Foreign Relations Committee on January 15, 1953, 
when Senator Gillette asked Dulles to reconcile the position 
he had taken during the campaign with statements he had 
made previously: “In those excerpts that I have read, you 
took credit and I think properly for help and assistance that 
was given in the formulation of these policies and in the face 
of that can you stand here before us and say that you not only 
did not repudiate it but that you endorsed the charges of the 
Republican platform that the party in power had no foreign 
policy and swung ‘erratically from timid appeasement to reck- 
less bluster and in seven years has squandered the unprece- 
dented power and prestige which were ours’?”** Dulles coolly 
replied that during the campaign a Republican functioned as 
a lawyer trying to talk the jury (the people) into accepting 
a certain viewpoint and that apparently the distortion or 
inaccuracies in presentation of the very principles on which 
American foreign policy was based were not as important as 
fooling the public into believing the advocate. 

In line with this sentiment that apparently you might be 
able to fool 51° of the people all the time or at least in one 
election at a time, the Administration had apparently adopted 
the tactics of presenting two viewpoints on the good-neighbor 
policy simultaneously, in the hope that the Latin Americans 
might be fooled into believing one line to the extent that they 
missed the character of implementation of policy. Purely as 
a method of enunciating and executing foreign policy, this is 
peculiarly unsatisfactory for a North American dealing with 
Latin Americans. First, because America’s voice in every 
field should be the voice of truth, without qualification of any 
kind. Second, because the Latin Americans are not fools and 
are likely to lose confidence completely in any pronouncement 
of the United States—whether it be in the social, economic or 
political field—if they find such over-sophisticated sharpshoot- 
ing taking place at their expense. Third, because there has 
always been a heavy curtain of suspicion and distrust of the 
great neighbor in Latin America and while it had begun to 
lift with the strenuous efforts of FDR and Truman, it could 
quickly gain weight under the policy of the forked tongue. 

Just as Senator Gillette was correct in insisting that the 


“1 Hearings on... nomination, op. cit., p. 15. 
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public had been entitled to know what Dulles’ real viewpoint 
was on the issues in question, just so were the Latin Ameri- 
cans entitled to an honest presentation of the principles which 
were to be the basis of operating policy. And perhaps from 
the viewpoint of the State Department itself, the more so since 
a policy of prevarication and deceit was sure to damage our 
interests eventually. 

Developmental Financing. During the last years of the 
Truman Administration there had been an unpublicized feud 
between the World Bank and the Export-Import Bank, involv- 
ing among other issues a fight between Washington and New 
York for control of developmental-financing policy. “It was 
a time,” a top official of the Export-Import Bank has written, 
“when it seemed that Eugene Black (head of the World 
Bank) was acting as our Secretary of State for Latin Amer- 
ica.”*2 The situation was easy to define. 

The Export-Import Bank was Washington, concerned with 
the foreign economic policy of the United States, exercising 
its functions as outlined by the Congress and subject to peri- 
odic scrutiny of its operations by the Congress, subject to the 
budgetary controls and the administrative procedures of the 
United States Government, with a single loyalty and pur- 
pose—to serve the best interest of the United States. The 
World Bank was New York, living on the credit of the United 
States Government but free from the budgetary controls and 
the Congressional review and scrutiny to which U. S. Govern- 
ment agencies are subject, and by a shrewdly devised rela- 
tionship with the Securities and Exchange Commission and by 
arrangements carelessly consented to by state commissions 
converted into a privileged sanctuary from which it could 
carry on activities in a form which no ordinary issuer of 
securities could get away with in the United States. The 
World Bank was New York, its operating control by American 
personnel closely aligned with the New York banking com- 
munity and chosen in accordance with the dictates of that 
community, and its loyalties definitely confused between 
(1) the “global boondoggling” which its multi-nation mem- 
bership could press for, and (2) the narrower conception by 
its top American personnel of the World Bank as the vehicle 
by which financial authority in this country lost by the New 


22 Letter to the author. 
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York community during the dollar-bond fiasco of the 1920s 
could be restored to it. 

In Latin America the Export-Import Bank had won great 
respect by its sympathetic approach to the problems of eco- 
nomic development, by the sincerity of personnel who seemed 
dedicated personnel in contrast with some others with whom 
the Latins had to deal, by its continuous interest in making 
capital available at the lowest possible cost for those lines 
of activity to which private funds were not available, by its 
many successful projects, and by its daily demonstration of 
the good-neighbor in action. As the Journal of Commerce 
warned the new Administration from New York: “The Ex- 
port-Import Bank has a special, almost revered place in Latin 
American hearts.” 

In the Congress, the Export-Import Bank had won unusually 
high prestige by reason of the close adherence to the wishes 
of the Congress and the sympathetic consideration of Con- 
gressional proposals for developing the usefulness of the 
Bank, by the continuing demonstrations of its effectiveness 
as an instrument of foreign economic policy and as an aid in 
the promotion of American trade and investment interests 
overseas, by the fine earnings record compiled despite the 
devising of a rate structure that would maximize the useful- 
ness of its financing for the under-developed areas, by the 
low budget and the smallness of the staff which carried out 
the tremendous responsibilities of the Bank, and by the free- 
dom from corruption which was made the more notable by 
the rapidity with which scandal and corruption developed at 
the World Bank. Even Senator Taft, who had originally been 
cool to the idea of an Export-Import Bank, volunteered his 
judgment of its accomplishment and its role during the cam- 
paign of 1952 when he said: “In Brazil, for instance, just 
before the war the Export-Import Bank loaned a large amount 
of money to the Brazilian Government to enable them to 
develop their iron ore and steel industries. I was in favor 
of it. Wherever you have an economically sound proposition, 
it seems to me we can stand ready to help on the thing.’ 

As an instrument of American foreign policy, and particu- 
larly as a vehicle for inter-American cooperation, the Bank 
had been tremendously effective, and with the experience 


23 U.S. News and World Report, March 14, 1952, p. 55. 
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accumulated slowly and soundly the Bank was ready to mul- 
tiply its usefulness in our foreign economic policy many 
times over when certain elements of the New York community 
saw fit to challenge its role and to challenge the U. S. Congress 
as well through the attack led by the World Bank’s officers. 
Until 1953, however, it was possible to hold the attack to 
feud proportions. 

As a user of U. S. Treasury funds, the Exim Bank had been 
a relatively cheap vehicle of American foreign economic policy. 
For instance, in the thirteen years ending March 31, 1953, 
Export-Import Bank financing of Latin America had involved 
a net drain on the cash position of the Treasury of only $33 
million per year (disbursements minus collections of interest 
and repayment of principal). And this $33 million repre- 
sented sound investments rather than losses, investments 
which over the years showed an unusually satisfactory low 
loss-ratio. 

The American foreign-trade community knew the Export- 
Import Bank favorably as a valuable aid to foreign trade, 
effectively executing the functions assigned by the Congress. 
The aggressive elements of the New York banking community 
who launched the attack on the Bank had hesitated to criti- 
cize the Bank openly, knowing that since the era of risk-taking 
by private banks was largely past and the service which pri- 
vate banks could perform for promotion of American trade 
against the competition of better-banked exporters on the 
frontiers of trade were all too limited, the business community 
would not appreciate criticism of a government institution set 
up to meet the deficiencies in the services of these very private 
banks. But the challenge to the financial authority of the 
New York banking community, inherent in the very existence 
of such an institution as the Export-Import Bank, was always 
present and resented by certain New York bankers, and when 
they finally dared, they made their play. It was 1953. 

In so acting, they were aided by the fact that the general 
deterioration in policy and technical personnel toward the 
close of the Truman Administration had been particularly 
conspicuous in the international financing field, as demon- 
strated perhaps by the number of men in key posts in this 
field who were considered sufficiently mediocre and lacking in 
policy-convictions to qualify to be taken over by the Eisen- 
hower Administration. The key personnel of the Export- 
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Import Bank constituted an exception, and resignations were 
forthcoming at the Bank in larger numbers. 

By March-April 1953 it was generally known in Washington 
that the decision had been made to wreck the Export-Import 
Bank, to destroy the Bank as the vehicle of cooperation in the 
economic development of Latin America, and to put practical 
control of our developmental-financing policy in the hands of 
the World Bank. The debate among Administration policy- 
men was limited to choice of the alternatives for carrying out 
this disaster: Should the function of the Export-Import Bank 
be gradually liquidated or should the Bank merely be put 
completely under the Treasury, deprived of participation in 
the National Advisory Council and limited virtually to the 
functions of a bookkeeper? Could some way be devised by 
which the Government through the Export-Import Bank could 
carry the whole risk of loans and the private banks be cut in 
for all the profits, that is, to provide a gigantic free-ride for 
the private banks? Could the interest-rate structure of the 
Bank for such trade-financing as was left to it be raised so 
much that the whole pattern of foreign-trade financing might 
be made more costly with subsequent larger profits for private 
financing institutions, and could the rate structure be so in- 
creased that the economic development of Latin America 
(among other areas) would be slowed down and its capacity 
to carry loans significantly reduced? 

In this field the decisions came quickly. The New York 
bankers involved had worked them out with the World Bank 
so that the Treasury did not have to wait for the customary 
study mission which the Administration was popularizing. 

By May, White House Reorganization Plan No. 5 had shat- 
tered the autonomy of the Export-Import Bank, had removed 
the Bank from membership on the National Advisory Council 
except as a non-voting guest when and if invited, had elimi- 
nated with a flourish the Advisory Board for Export-Import 
Bank which had never been activated anyway so that no sav- 
ing in cost or administration was involved, had eliminated 
the board of directors of the Bank. The Bank under the 
reorganization effective June 30 was left with bookkeeping 
rather than policy functions and was put in charge of a man- 
aging director, in effect, a $17,500 per year errand-boy as far 
as policy was concerned. Immediately the Latin Americans 
were told that hereafter they were to look to the World Bank 











22 INTER-AMERICAN ECONOMIC AFFAIRS 


for developmental financing. World Bank officials explained 
privately to reporters that they were satisfied not to eliminate 
the Export-Import Bank from the scene completely since this 
would have necessitated an open clash with the Congress and 
since there might and would undoubtedly be occasions when 
it might find it useful to have the Exim Bank perform certain 
functions, whether unsound loans to bail out the World Bank 
from its errors, or otherwise. 

The intellectual dishonesty, or the “contradictions” as the 
milder observers put it, which accompanied the new attack 
on the effectiveness of the good-neighbor policy again was a 
conspicuous feature. When public resentment over the changes 
in the status of the Export-Import Bank occasioned the set- 
ting up of a subcommittee of the Senate Banking and Currency 
Committee to study the relationship between the two banks, 
the Secretary of the Treasury delivered a communication to 
the Committee summarizing his conclusion that the Export- 
Import Bank be limited to “loans of much more rapid turn- 
over and shorter duration” and the World Bank be permitted 
the field of “loans of a capital nature of long duration and 
for construction and development purposes,” although the 
legislative history of the Export-Import Bank suggested that 
this was not the intent of the Congress and the Administration 
had not yet obtained Congressional sanction for the change in 
function. Humphrey insisted that there were primary policy 
objectives in the need to shift the burden of financing away 
from the U. S. Government and to lessen the burden in order 
to get on with the job of balancing the budget. He went on: 
“The Government must question both its right and its finan- 
cial ability to continue to use taxpayers’ money to finance 
investments abroad on a large scale in the development of 
competitive enterprise,” and that “our scale of taxation is 
already too high and to maintain a sound and honest dollar 
we must bring our expenditures and revenues into balance.” 24 

Yet, as Herbert Gaston, former head of the Export-Import 
Bank, quickly pointed out: “It is well to bear in mind that the 
two banks derive their capital substantially from the same 
source, the United States Treasury. . . . The bonds (of the 


“4 Statement by Secretary of the Treasury Humphrey before Senate 
Subcommittee (so-called Capehart Committee) investigating Exim and 
World Bank relationship, September 15, 1953. 
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World Bank) are not merely bonds secured by the assets of 
the World Bank but are contingent liabilities of the United 
States Treasury to the extent of a guaranty fund pledged by 
the United States of more than 2.5 billion dollars.’ 

And as far as constituting a strain on the cash position of 
the Treasury accounting for any substantial portion of the 
deficit, the Export-Import Bank activities for Latin America 
could never have been so branded. The pace of $33 million 
per year net disbursements weighed against the tremendous 
usefulness of the policy vehicle would be admitted by any 
honest student of fiscal policy to have been an enormously 
happy experience for this country. In thirteen years the 
Export-Import Bank’s financing of Brazil had involved a net 
drain on the cash position of the United States Treasury of 
$6 million per year. Could the Administration have found 
anyone of serious stature in the American business commu- 
nity who felt that a saving of all or any part of this $6 million 
“expenditure” would make a contribution to the deficit-surplus 
position of the U. 8. Treasury commensurate with the damage 
to American national interest and to the special U. S. trade 
interest in Brazil? Would anyone during the period when 
the United States was selling some $5 billion of goods (with- 
out grants or donations) to Brazil have believed that the care- 
fully planned net investment of $6 million per year for thirteen 
years represented a sufficiently consequential barrier to bal- 
ancing of the U. 8S. budget as to warrant the choking off of 
the Export-Import Bank’s relationship with Brazil along the 
well-established lines? Could anyone familiar with the Bra- 
zilian-American political and security relationship and with 
the developmental benefits to the Brazilian economy that had 
accrued from the $6 million per year net disbursement have 
felt that the new Administration was taking the right course 
in wrecking the Export-Import Bank? And the same ques- 
tion could be asked across the board to Mexico’s $6 million 
per year net disbursement, and the others. 

It was clear that something more than a victory of fiscal 
policy over foreign policy was involved in the wrecking of 
the Export-Import Bank. 

And as far as Humphrey’s comment regarding the bearing 


25 The Washington Post, October 3, 1953. 
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of American aid on development of competitive enterprise is 
concerned, this perhaps can better be taken up in the discus- 
sion of the effort made to sabotage Point IV, for it was no 
doubt true that as American education in modern agricultural 
technique poured into the under-developed countries, wheat 
and cotton and corn and fruit would be grown in larger and 
larger quantity and conceivably the foreign-trade position of 
American farm products might be affected. Objectives of an 
expanded world economy eluded Humphrey completely. 

The damage to U. S. cooperation in economic development, 
to which this country was pledged, was not limited to the 
removal of the Export-Import Bank as the primary source for 
Latin American developmental financing for fields to which 
private capital could not be attracted. Latin America’s devel- 
opment could also be slowed by making capital more expensive. 
Here too the Administration demonstrated its “change of 
heart.” Here too it moved fast to show that the good-neigh- 
bor policy had changed. 

The Congress and the Executive Branch had long accepted 
as the basis of the rate structure of the Bank the computed 
annual interest rate on the U. S. Government debt, with the 
addition of an arbitrary figure of 1% to cover all other pos- 
sible requirements. On such a basis the Bank had earned 
healthy profits, had provided adequately against possible 
losses, and had expanded the capacity of Latin America to 
service the largest possible volume of developmental loans. 
By June, the Bank under instructions of the new Administra- 
tion or rather the New York advisers had raised its interest 
rates 1.5 to 2.0% to “offset” an increase of roughly 0.1 to 0.2% 
in costs. The cost basis rose from 2.35% on September 30, 
1952, to 2.36% on January 31, 1953, and 2.39% on April 30, 
1953. Yet by June the Bank had put on its books a Matarazzo 
loan for four years at 6% against similar financing at 4% for 
the same term in the previous year, a nine-year plant loan at 
5°/3% against 4% for a similar loan for a six-year period in 
the previous year, a minerals development loan for five years 
at 6% against a twenty-year developmental loan at 4.5% in 
the previous year. 

Small wonder that a conservative business newspaper 
(Journal of Commerce) was moved to suggest to the pro- 
ponents of the “harried-neighbor” policy that “while dollar- 
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diplomacy is rightfully dead in Latin America, this is not the 
time for penny-diplomacy at the Export-Import Bank.” Small 
wonder that Milton Eisenhower found at every stop in Latin 
America the same question: ‘‘Why the changes at the Exim 
Bank, what do they mean, is the decision final?” And small 
wonder that one commentator wrote: “However correct Gen- 
eral Eisenhower may have been in his charges that the good- 
neighbor policy had become by drift and neglect a poor-neigh- 
bor policy under Truman, what was indisputable was that 
under Eisenhower it was becoming a poor-neighbor policy 
by design.” 

Under pressure from the Democratic Party it might be pos- 
sible eventually to force a change in the Eisenhower attitude 
toward Latin American development and to resume the policy 
of accelerating the economic development by sound low-cost 
financing. Indeed, by September 1953 the New York bankers 
themselves, fearful of the damage they had wrought com- 
pounded by the manner in which World Bank officials had been 
unable to conceal their glee at their triumph, exposed to press 
criticism and to pointed criticism by leading business firms 
who were more conscious of the requirements and the potential 
of Latin American economic cooperation, were beginning to 
back down and to try to cover up their objectives. 

But for the student of the good-neighbor policy, what was 
important was the clear demonstration of the manner in 
which the climate of implementation of the good-neighbor 
policy had changed with the coming of the new Administra- 
tion. “It is the spirit,” the Secretary of State-Designate had 
piously told the Senate Foreign Relations Committee, “which 
according to the Bible is the very important thing.” 

The Brazilian Loan. The inability to grasp the require- 
ments of sound policy may be further demonstrated in specific 
actions. On February 21, the White House announced that 
the Export-Import Bank would make a bailout loan of $300 
million to Brazil. Time, still glowing with the campaign dem- 
onstration of the fashion in which the news can be shaped to 
a magazine’s or newspaper’s politics, wasted no time in hailing 
the Eisenhower Administration for scoring ‘a clean-cut suc- 
cess in foreign policy.”** In Brazil, where presumably the 
success of the policy could best be measured, a Finance Min- 
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ister whose great friendship for the United States was not 
open to question, was later to measure the accomplishment 
somewhat differently: “We got the worst settlement from our 
best friend.’’27 The decision actually involved technical bun--: 
gling and policy fumbling of an unusual order. 

In 1950 the United States Government had bailed Argentina 
out of a horribly bad exchange situation with a credit of $125 
million. With a vigor seldom demonstrated for more worthy 
inter-American projects, the Assistant Secretary of State for 
Inter-American Affairs (a law associate of John Foster 
Dulles) had pushed through the loan, using the full authority 
of the State Department to mow down other protesting agen- 
cies of the government, on the flat State Department position 
that unless the loan were made the Perén regime might fall 
and a government less favorably inclined to the United States 
might take over. The private banks, badly caught through 
their own bad judgment and over-confidence in Perén, exerted 
heavy pressure on the State Department to make the loan, 
which shifted the burden of their legitimate business risk and 
the cost of their bad judgment onto the U. S. Government, 
specifically the Export-Import Bank, although the risk was 
one that had been properly assumed by the private banks and 
corporations without any commitments from the government 
and without payment of guarantee-insurance, so that they 
had no basis for a demand for such assistance. To provide 
a proper climate of misunderstanding by the public, the State 
Department went out of its way to issue a statement heralding 
a change in Per6én’s attitude to the United States, which of 
course turned out to be false. At the time the Argentine 
financial situation was desperate, political control was by a 
government which had demonstrated its lack of friendship 
for the United States, and since even in normal times Argen- 
tina does not create a large volume of dollar exchange, the 
transaction lacked soundness of any kind. But the State De- 
partment forced not only the loan but also terms that were 
immensely favorable to Argentina: a four-year grace period 
before repayment began, a long period of ten years in which 
to repay, a low cost of 3.5% interest, and no firm commit- 
ments by the Argentines to do anything positive about finan- 


** New York Herald Tribune, September 28, 1953. 
Oswaldo Aranha. 
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cial remittances or the treatment of U. S. capital generally. 
Throughout the negotiations the Argentines displayed their 
customary arrogance and insisted they were doing the United 
States a favor in accepting the loan. The United States be- 
meaned itself, under New York pressure, by thus currying 
favor with Peron. 

By 1952 the Brazilian exchange position had weakened seri- 
ously so that the country was heading for arrears exceeding 
a billion dollars in all currencies, half in dollars. As the sit- 
uation deteriorated, in an atmosphere “ripe for sinister dema- 
gogues” as Correio da Manha put it, there were some curious 
contrasts in Washington with the situation that had prevailed 
when Argentina was headed for the wringer. This time the 
pressure for action from New York banks was less notable. 
This time the World Bank stepped in to veto any proposed 
action suggested in the interest of Brazilian-American rela- 
tions. This time the State Department was strangely uncer- 
tain. How did this happen? What were the requirements 
of sound policy? After all, there were precedents for bailout 
action, there were known objectives of a bailout policy, and 
there were the known objectives of Brazilian-American rela- 
tions which dictated the course. What happened? 

A bailout loan to be effective has to meet the situation de- 
cisively. The currency is under pressure, the normal com- 
mercial float is suddenly being restrained, the tendency to 
remove capital or to refrain from entering is being intensified. 
The financing must be such as to permit an effective turn- 
around by the country. And above all, it must not be such as 
to expose the country to a succession of crises which would 
drain the effectiveness of the assistance given without putting 
the country on the path to financial recovery. Economically, 
3razil, with its complementary output for the U. S. market, 
could count on normal capacity to mobilize four or five times 
as much dollar exchange per year as the Argentines with their 
competitive export list could produce. The country’s dollar 
earnings showed prospect of improving over the years, while 
there was little to count on in Argentina. In Brazil, U. S. in- 
vestments were less than double those in Argentina, but they 
had in the post-war period been yielding seven times as much 
in income. Even without the benefit of petroleum and mineral 
investments whose yields distort the earnings picture nor- 
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mally, the Brazilian climate of investment had been so good 
that American investments had reached the point where they 
were earning $120 to $130 million per year, and if anywhere 
the gospel of private investment on which this government 
relied so heavily showed promise, it was in Brazil. Politically, 
the Brazilian-American relationship was such that sound 
policy dictated the most favorable assistance, the best possible 
terms, the use of every resource to strengthen what was from 
a security and political and economic viewpoint the most im- 
portant bilateral relationship in Latin America. 


On February 21, moved by the Rio report that the military- 
cooperation pact might fail of ratification if Washington did 
not move to aid on the financial troubles, informed by New 
York that the free-exchange market on which private investors 
counted heavily for resumption of profit remittances might 
collapse at the very start, and needled by an unfortunate dis- 
play of impatience by certain exporters,** the President met 
with Dulles and Humphrey at an unscheduled White House 
conference and quickly announced that the Export-Import 
Bank would lend $300 million to Brazil to liquidate American 
dollar commercial arrears. It might have been thought that 
with the widely publicized Argentine loan already on the 
books, an effort would be made to show belatedly our appre- 
ciation of Brazil’s intimate relationship with this country and 
the tremendous profitability of our commercial and invest- 


“8S As the arrears situation stalled, some members of the New York 
trade community lost their patience and touched off a little crisis of their 
own. The Commerce and Industry Association of New York protested 
to the Brazilian Ambassador that American business confidence in Brazil 
was being jeopardized by the slowness to bail out exporters—exporters, 
it should be remembered, whose bad judgment of a financial situation 
alone accounted for their difficulties, a mistake in judgment for which 
presumably the Brazilian government was not to blame. The Export- 
Import Bank before the new Administration entered upon its duties had 
warned exporters that if any action came it would not be because they 
were “entitled” to it, but rather for broad policy reasons stemming from 
our relationship with Brazil, and when a committee of ‘‘small’” exporters 
came to Washington and heard that the new Administration had altered 
the climate they became very worried. Finally, an exporter sought to 
attach Brazilian assets in New York to satisfy a commercial debt of 
some $3,000 and when the news hit Brazil it was taken as a serious 
affront to Brazilian honor. 
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ment relationship. But instead, the Brazilians were slapped 
across the face. 

Argentina, in response to sound principles of bailout pro- 
cedure, had been given a loan sufficient to carry the full arrears 
out of the current picture and to permit an orderly turn- 
around. In fact, the Argentines had deliberately put their 
demands higher than the probable arrears in the hope (never 
realized) that they might be able to use the excess portion of 
the loan for ordinary developmental financing after the bail- 
out. Brazil was given only enough assistance to cover per- 
haps 70% of the arrears which meant that it could not 
execute an orderly turn around and would be subject to suc- 
cessive crises that would further disturb the stability of the 
economy and the stability of the currency. U.S. officials have 
told reporters that the Administration at the top level was so 
reluctant to aid Brazil that even the $300 million must be 
considered a great concession. 

Argentina had made no commitments to permit financial 
remittances and held the lid down tight on any profits which 
the captive investments might make in Argentina. Brazil 
accompanied its action, under U. S. advice, with a free- 
exchange market through which in single months more profit- 
remittances came out than Argentina had permitted in a nor- 
mal two-year period after the war. 

Again, Argentina had been given a grace period of four 
years and a long ten years to repay. But Brazil was told to 
be current on U. 8. dollar account by July 1 (loan announce- 
ment had been February 21), was given virtually no grace 
period (repayment to start September 30, 1953), and it had 
to agree to repay fully within three years. It might have 
been expected that with the less favorable terms of repay- 
ment (a shorter-term obligation on which repayments began 
earlier) and the inadequacy of the principal of the loan, a 
concession might be made on the interest rate. But the Ad- 
ministration decided that Brazil should pay the same 3.5% 
rate that had been put on the Argentine obligation, so that 
considering the whole deal, Brazil was discriminated against 
on interest rate also. There was room, some U. S. officials 
pointed out, in the rate structure basis of the Export-Import 
Bank to justify a slightly (at ieast) lower rate for Brazil, 
but obviously Brazil was a friend of the United States and 
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under the Eisenhower version of the good-neighbor policy 
not entitled to the understanding and sympathy reserved for 
our enemies. 


An effort has been made to attribute the policy-fumbling 
on the Brazilian loan to poor technical work. It is true that 
staff work was poor. In fact, this dates from the Interna- 
tional Monetary Fund commitment of $37.5 million on Feb- 
ruary 14, 1952, when the “experts” began misjudging the 
magnitude of the Brazilian problem. At that time, private 
estimates (lacking the confidential data which make analysis 
easier though without improving judgment) indicated that 
the confidence of the Fund in the ability to restore the Bra- 
zilian position by a slash in imports ignored the fact that 
the alteration involved as between the 1951 and 1952 balance 
of payments was in the magnitude of a half billion dollars, 
and that such a turnaround in an overall operation of $1.6 
to $1.7 billion seemed impossible without much more assist- 
ance. The faulty analysis continued throughout 1952 and 
into the new Administration. 

Purely as a footnote to the bailout terms, it might be noted 
that by July the Administration found it necessary to an- 
nounce that the terms had been revised to provide for clear- 
ance of arrears by the end of the year, repayment to start 
September 1954 instead of September 1953, but with full re- 
payment still required within the original three-year period. 
It was clear that the Brazilian economy and the cruzeiro 
would be subjected to a succession of changes and crises, 
jeopardizing the value of the whole relationship, as a result 
of the faulty policy decision and technical work in Wash- 
ington. 

Oddly enough, Britain, with its own exchange problems so 
serious and for a market which is not identified with sterling 
exports in the manner that the Brazilian market is associated 
with dollar exports because of the tremendous dollar earn- 
ings, found it possible to negotiate a settlement for its £63 
million of arrears that gave Brazil up to nine years to repay, 
with interest at the same rate as the American assistance.29 
And the Germans, as Finance Minister Aranha pointed out, 
were moved by policy considerations to negotiate settlement 
on terms much more favorable than those accorded by the 
United States. 
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When Milton Eisenhower had been in Brazil, the London 
Times reported that “his own statements to the press and 
at private meetings clearly indicate that his mission was 
also intended to make the Brazilians understand that they 
must not count on preferential treatment.” This while he 
was simultaneously assuring them that “there had been no 
change in the good-neighborly policy.” As has been pointed 
out in a previous article in this journal, the issue in the 
Brazilian case has never been whether it would be given 
preferential treatment but rather whether the discrimination 
against Brazil in favor of non-cooperative and commercially 
unproductive Argentina is to continue.*® Clearly the dis- 
crimination against Brazil was now continuing, without even 
the good-will of an incompetent to temper it. 

The Congress of the United States had provided the Exec- 
utive with ample authority and resources to maximize the 
assistance which the good-neighbor could render in a case 
like that of the Brazilian financial readjustment, and by the 
time the new Administration took over, the reliability of the 
technical work with respect to this particular problem could 
have been quickly gauged from existing memoranda. It was 
all very well for the president of the World Bank to flit in 
and out of Brazil with the flattering comment that “if I were 
25, I would like to start here,” but where foreign economic 
policy is concerned, a nation waits on the deeds that derive 
from a man’s maturity of 50 and not the effusive reflections 
on what he might have done at 25. As a focus of New York 
policy-making, Black might have done something, and grant- 
ing that the World Bank’s position was that of wielding 
important influence without having responsibility for or 
interest in our foreign policy, it remained true that Treasury 
and State had authority to move independently of the World 
Bank proctors where U. S. interest was so directly con- 


“! The British agreement called for immediate payment of £10 million 
to be obtained from the Monetary Fund, and settlement of the balance 
in minimum annual installments of £6 million. Additional annual pay- 
ments were provided on the following scale: 10% on sterling receipts 
over £35 to £45 million; 830% on receipts between £45 and £50 million; 
50° on £50 to £60 million; 100% on receipts of over £60 million. 

30 See “Brazilian-American Relations: Case Study in American For- 
eign Policy,” Inter-American Economic Affairs, Vol. 5, No. 4, Spring 
1952, pp. 3-33. 
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cerned. But as Mr. Dulles had so clearly pointed out, the 
spirit and the heart are the important things. And a change 
of heart had doomed the good-neighbor policy. 

Point IV. By September 1953 the Administration had so 
weakened the Point IV program that the New York Times 
published a series of articles warning that the whole tech- 
nical assistance program “is being radically changed in con- 
cept and scope” to the extent that Point IV was in danger 
of becoming Point 214. “We do not suppose,” the Times 
hastened to editorialize, “this is the conscious purpose of 
President Eisenhower or Harold E. Stassen.” What did the 
record show as the “conscious purpose” of the Administra- 
tion with respect to Point IV? 

First, some background. Years ago in one of the first 
serious examinations of the programs of the Coordinator’s 
Office which preceded Point IV, criticism was made of the 
confusion with respect to justification for and objective of 
the programs which had been deliberately injected into pres- 
entations on the hill in order to smooth the path for larger 
appropriations. Thus, the program had been merchandised 
to the Congress successively as a military effort (“we could 
do the job where the Army could not’), as an answer to the 
German effort in Latin America which must be paralleled 
and even surpassed, as a method by which the United States 
would be able to take export business away from our major 
competitors in Latin American markets, as an immediate 
translation into orders for goods needed for the program, 
as a source of trade “which is going to be absolutely essential 
if we are going to maintain the level of production which 
will permit full employment,” and finally as an obligatory 
contribution to better living standards “which masses of 
these people have begun to regard as their right.” Similar 
deliberate fuzziness had been introduced in answer to the 
question of how long these programs were to go on, so that 
we find the Congress being told in early 1945 of hopes to keep 
the programs going until 1953 or even 1958, followed by a 
presentation stressing that the peak of usefulness of the 
program had been reached and that it would taper off there- 
after toward disappearance.** Picking up the ball at this 
point, the Point IV people had gone to the Congress with the 
same tragic unwillingness to speak frankly on purpose and 
scope and duration, the same lack of confidence in the public 
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in avoiding discussion of the failures lest the do-gooders who 
supported the program on the basis of ignorance lose confi- 
dence in it, and growing administrative boondoggling which 
saw the organization in Washington grow to such excessive 
proportions as to resemble the inefficiencies of the private 
Point IV program which Nelson Rockefeller had set up after 
his failure as Assistant Secretary of State. As the presenta- 
tions gained in vagueness and confusion and deliberate mis- 
representation, the Congress lost confidence and became 
suspicious, even over-suspicious. All this as a matter of back- 
ground. Now back to the “conscious purpose” of the Eisen- 
hower Administration with respect to this program. 

For U. S. consumption, Dulles had early gone on record 
with the hope that the government might get out of the 
business of handling activities of this sort through public 
appropriations. He pointed to the work of the Rockefeller 
Foundation on Mexican agricultural problems which had 
involved around $250,000 per year and said: “I am inclined 
to think that if the government had undertaken to do that 
they would have spent $250,000 in buying desks to start with, 
and the whole thing would have run into much more money 
than is actually required for an efficient operation, and it is 
always difficult for the government to do these things in the 
most competent and efficient way.’** [Mr. Dulles was appar- 
ently unfamiliar with the work of the Ford Foundation or 
the Venezuelan Basic Economy Corporation (Rockefeller) in 
contrasting public and private activity.] 

For Latin American consumption, the story was a different 
one, of course. In February, Nelson Rockefeller, now a big 
wheel in the Administration as a White House adviser, arrived 
in Caracas to survey the debris of his private Point IV venture 
in Venezuela. As was customary with the Venezuelan press, 
they did not miss the opportunity to query him on the nu- 
merous failures of his Venezuelan operations and they finally 
got a story out of Rockefeller. He criticized the Truman 
Administration for its handling of Point IV because it had 
emphasized the technical aspect of the work (the advisory 


31 Quotations taken from John Hickey, “The Cooperative Services and 
the Good Neighbor Policy,” Inter-American Economic Affairs, Vol. 2, 
No. 2, Winter 1948, pp. 83-93. 

82 Hearings (on nomination), op. cit., p. 30. 
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work), because it had not spent enough money on the pro- 
gram, because it had failed to heed his recommendations. He 
forecast, after giving the reporters enough on Truman to 
warrant headlines that read “Substantial Failure in Truman’s 
Point IV,” that the Eisenhower approach would be to em- 
phasize the capital as well as the technical-aid side of Point IV 
and that this program would under Eisenhower go forward 
“on a grand scale.” 

If space were available, one might well ask how anyone on 
whose failures such a stream of reports had been reaching 
Washington could have expected President Truman to pay 
attention to his recommendations. The very factors which 
the technical aid program was supposed to teach—whether 
under an official or a private Point I1V—were the factors which 
the Rockefellers had been unable to comprehend—the respect 
for and recognition of the existing body of knowledge in any 
field, adequate analysis of the problem before attempting to 
propose solutions, the need for competency among those who 
proposed to teach. The American Embassy in one of its sharp 
commentaries on the succession of failures noted: “The eco- 
nomics of many of the projects now recognized as inadequately 


studied were pre-analyzed and approved by ... and others 
of the Rockefeller group. ... There was some dishonesty and 
more incompetence among the local employees. . . . We like 


to think that what we call undeveloped countries are in their 
current condition because they lack our knowledge of how to 
develop. We are inclined to disparage foreign methods when 
they differ from ours. ... The American approach is not only 
unfortunately crass but as Mr. Rockefeller’s ventures have 
shown is often in error and can lead to serious losses if adopted 
as a principle.... Many of Mr. Rockefeller’s ventures proved 
dismal failures... .” And from the Pacific where the Rocke- 
fellers had underwritten a $2.5 million venture in fish canning 
and a fishing fleet in the hope of exploiting tuna resources, 
the Secretary of American Samoa testified that “the operation 
appeared to be somewhat ill-conceived from the beginning. 
Adequate preparations had not been made to secure a proper 
supply of bait or to catch the tuna in that area. ... The com- 
pany spent the money and found it was impossible to catch 
the tuna. They invested $70,000 in a gigantic net which the 
tuna swam away from as easy as it was unloaded from the 
boat. The supply of bait was inadequate.’ ** 
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There was indeed nothing in the Rockefeller exploits in the 
field of Point IV to warrant reliance by the Truman Admin- 
istration on his advice except in the technique of concealment 
of the facts from the public. In that field the Rockefeller 
ventures had been tremendously successful, so much so that 
even after the Venezuelan Basic Economy Corporation had 
retreated with its remaining funds to the United States and 
invested in land occupied by Saks Fifth Avenue in New York 
City (land assessed at over $6 million), the editorial material 
that had been planted in American newspapers and in the 
American mind about the success of the private venture still 
remained the final impression of a failure rivalled perhaps 
only by the groundnut operations of the British in Africa. 
What lessons in activity in under-developed areas to raise the 
standard of living would be learned from the venture on Fifth 
Avenue remained to be seen. 

What is important for our analysis here is that the Admin- 
istration was telling one story at home and another for Latin 
American consumption, as in so many other fields. Back in 
Washington, the Administration went to the hill to ask for 
a boost in technical aid funds from the $21.6 million of fiscal 
1953 to $24.3 million for Latin America in 1954, under cover 
of which increase the whole structure of Exim Bank develop- 
mental financing was being wiped out. It did not even fight 
vigorously for this “grand scale” of Point IV assistance, as 
Rockefeller had called it, and it emerged from the Congress 
with only $22.3 million, only after giving a pledge that “this 
ought to be the peak amount of money we will use in Latin 
America on the technical aid program.’”** Meanwhile this was 
followed by sending Assistant Secretary of State Cabot out 
to say for Latin American consumption that “let us not be 
unduly concerned with the cost.’’** 

Nor was there anything except confusion and contradiction 
in the presentation to the eighty-third Congress. Secretary of 
the Treasury Humphrey was warning that taxpayers’ money 
should not be used to build up competitive activity while 
Stassen and Eric Johnston of the International Development 
Advisory Board were lauding the number of instances where 


33 Hearings before the Subcommittee of the Committee on Appropria- 
tions, House of Representatives, Interior Department Appropriations 
for 1953, p. 439. 
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technical assistance was reducing food-import requirements 
of countries which had been buying from the United States. 
Even on the basic methodology no clear statement could be 
gotten. Typical is the testimony on the preferential treat- 
ment accorded the Dominican Republic in the fiscal 1954 
budget taken up to the hill by the new Administration. The 
previous position of this government, of course, on the Domini- 
can Republic had been one of maintaining correct and cool 
relations, but preferentials in its favor were not conceivable. 
When the House Appropriations Subcommittee spotted what 
seemed like preferential treatment for the Dominican Republic 


34 The Congressional effort to pin the Administration down to its 
conception of the duration of this program was vigorous. Apparently 
unimpressed with Milton Eisenhower’s suggestion that this was “one of 
the most effective weapons in fighting the communist menace in this 
part of the world,” Congressman Taber wanted to know: “How long do 
you figure these programs will have to go on? Forever? It has been 
going on for fifteen years and has increased every year and it has been 
the same story right along that if they did not have it this year they 
would all go sour on us.” Andrews, Administrator of TCA, answered: 
“T should think this ought to be the peak in amount of money we will 
use in Latin America on the technical aid program. ...I1 have never 
said this program will save the world or solve the problem of commu- 
nism.” When Senator Green asked whether the “natural tendency” was 
not “less and less as the years go by,” Andrews agreed: “Certainly on 
the technical side. I am hoping that feature will go down because a lot 
of times you have to make expenditures to start something and after 
you get it started the country will go along with it.” To Senator Mans- 
field’s question as to whether “it is not the purpose that year by year 
we are to put in less and less and the other government more and more 
and eventually we are to get out,” Andrews replied: “That is right. 
If we do not do it that way, I think we are suckers.” Elsewhere, Andrews 
testified: “As administrator, I felt we were spending too much money 
in 1952 (on the whole TCA program for all areas) and the instruction 
that I sent to the field to these missions was to hold this to the very 
minimum for 1954.” Technical assistance appropriations for all areas 
totalled $193 million in 1952, $$172 million in 1953, and the request for 
1954 was $140 million. A day after Andrews answered Senator Mansfield 
(as above noted), he came back to the hill, apparently concerned with 
the fact that he had no way of knowing whether he was authorized to 
commit the Administration, i.e., baffled by its “conscious purpose,” and 
said: “I left the impression that they would decline in cost. That is 
somewhat a personal opinion.” However, no one in the Administration 
challenged Andrews’ conception of this scope and duration question. 

The Senate Foreign Relations Committee during the 82nd Congress 
had noted that “when Congress approved the Act for International 
Development it did not fix a terminal date of the program largely because 
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against Ecuador and certain other Latin American countries, 
when it found that “Ecuador contributes more than twice as 
much as the U. S. does (to the Point IV program), while the 
Dominican Republic is scheduled to contribute less than one- 
third, and yet we seem to reward the Dominican Republic 
for their lack of interest by giving them an increase of 40% 
while keeping Ecuador practically the same,” it asked “Why?” 

The answers were superbly confused: (1) “We cannot quite 
deny them these things if the other countries of Latin America 
are getting them.” (2) “No, I do not think that political 
relations explain the ratio of contributions but I would call 
attention to the fact that this is a relatively poor country.” 
(3) Hastily by the same witness from the State Department: 
“The Dominican Republic is not poor compared with Ecuador, 
in fact the reverse is the case.” (4) “It (the contribution to 
the technical assistance program) depends entirely on the 
ability of the country, i.e., whether the country has it (the 
money to put up).” (5) “The Act for International Develop- 
ment says nothing about whether a country is able to pay 
or not,’’* 

Perhaps the “conscious purpose” of the Administration is 
best read back from its deeds. The purpose of the Adminis- 
tration appears to have been: (1) To subordinate the technical 
assistance program because of its identification with the 
Truman Administration as a success. (2) To merge technical 
aid administration with the administration of military and 
economic aid in order to achieve what Stassen regarded as a 
necessary “coordinated” approach to each foreign country 


it was thought of as a long-range comparatively low-cost program; 
emphasis was to be on assistance in the form of men, not materials.” 
And in the hearings on fiscal 1954 budget, Andrews suggested that ‘‘we 
feel that the Congress and this country should face up to a program of 
somewhere in the neighborhood of $100 to $125 million annually (for all 
areas) for the next five or ten years or else decide on a liquidation of 
the program now.” 

See Hearings, Committee on Foreign Relations, Senate, Mutual 
Security Act of 1953, pp. 420, 464; Hearings, Subcommittee of Com- 
mittee on Appropriations, House, Mutual Security Appropriations for 
1954, pp. 434-435; Hearings, Committtee on Appropriations, Senate, 
Mutual Security Appropriations for 1954, p. 680. 

35 Address, Pan American Society of New England, October 9, 1953. 
36 Hearings, House, Mutual Security Appropriations for 1954, pp. 
444-448, 
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which would maximize U. S. influence on decisions taken by 
the country in fields of direct concern to the United States. 
(3) To replace the philosophy of an altruistic effort, divorced 
under optimum circumstances from politics in both countries 
and free from quid pro quo negotiation, with a conception of 
the Point IV program as a weapon in the cold war. 

One of the first concerns of the new Administration in 
looking over Point IV was to get the label “Point IV” removed 
from the program. This was after all a successful program 
in the public mind and it was deeply identified with the Tru- 
man Administration. It was also, and this was especially 
true in Latin America, an immensely successful venture in 
foreign relations and such successes are all too rare in any 
country’s foreign relations. It might thus have been expected 
that any party would be glad to leave well enough alone, in the 
national interest. But the Point IV people were quick to get 
the word that the label must be underplayed. It was not 
exactly an order, testified Stanley Andrews, the honest able 
head of Technical Cooperation, when questioned by Senator 
Sparkman, “the suggestion did come in a roundabout way 
that we should not use it so much,” and he went on to testify 
how the label “Point IV” had caught on as an asset like the 
name Coca-Cola and was now to be soft-pedalled in the new 
Administration’s interest.*? 

The Administration moved swiftly from “suggestions” to 
TCA that the name Point IV should not be used so much to 
the decision to merge the operation with the military and 
economic programs, to decentralize policy decisions to the field 
where hereafter the Point IV operations were to be blanketed 
under the name “U. 8. Operations Mission” in order to reduce 
the curse (for the Republican Party) of the success of this 
venture in the public mind. 

Something of the same sort, the writer recalls, occurred 
during the 1948 presidential campaign when a group of Dewey 
advisers were meeting in Washington at an inter-American 
policy seminar. The group surprised itself by coming up with 
the name “good-partner policy” and there was a rush by a 
now near-genius of the present White House group to reach 
Dewey with the suggestion that even the good-neighbor policy 
could now be slammed with a “constructive” proposal to 


37 Hearings, Mutual Security Act of 1953, p. 440. 
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launch a “good-partner policy.” The writer suggested that 
the advertising men present (some were not) would appre- 
ciate that the long buildup of the good-neighbor policy had 
made it an asset of American foreign policy, and in the na- 
tional interest it might be well to recognize the asset and try 
to build on the foundations. This was brushed aside with the 
thought that since nothing in the way of content for a new 
policy was being suggested, indeed there were no ideas on 
the subject in the Party, the Party could profit by a nice 
whack at the good-neighbor policy and an introduction of the 
“good-partner” theme within the United States, leaving for 
the President-elect the task of explaining it away to the Latin 
Americans later. Fortunately Dewey realized that his oppo- 
nent was so weak politically that he did not have to resort to 
this sort of thing to win the Presidency. 

In the case of Point IV, however, the Administration was 
concerned with more than eliminating the label of a successful 
program. It transferred technical cooperation to the Foreign 
Operations Administration, gutted the Institute of Inter- 
American Affairs, made wholesale cuts in staff quite without 
reference to particular administrative deficiencies which ad- 
mittedly warranted sizable alterations. “I am only a man 
who works here,” the Administrator of Point IV had replied 
when the chairman of the Senate Foreign Relations Com- 
mittee had asked about the Administration’s intentions regard- 
ing moving TCA, “the decision on the merger of TCA-MSA 
is at the very high level, grew out of a recommendation of the 
Rockefeller Committee, and I understand it is a policy of the 
White House.”** The Administration took what the Congress 
had considered a permanent, low-cost, long-range program 
geared to slowness in results whose prime requisite had been 
to avoid suspicion of motive overseas, and merged it with an 
emergency piece of business designed for maximum immediate 
impact and requiring what Eisenhower has recently called 
direct quid pro quo operations. 

Whatever lip service the Administration might pay to the 
goal of technical cooperation, the program of helping people 
to help themselves to a better life, the program was in fact 
being converted into a weapon in the cold war, its identity 


38 Hearings, Committee on Foreign Relations, United States Senate, 
Mutual Security Act of 1953, p. 448. 
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lost in the merger with the military aspects of the mutual 
security program, destined to be suspect wherever it operated 
hereafter under the new “coordination.” Once Latin Ameri- 
cans had listened appreciatively to Eisenhower’s criticism that 
“there was no mutual working out of long-term economic prob- 
lems” under Truman and Roosevelt. But Point IV was surely 
a major vehicle for the solution of long-term economic prob- 
lems. And if it was now becoming a suspect instrument of 
war, it must cease to play a role in the implementation of a 
good-neighbor policy, as Latin Americans understand that 
policy.*® 


Statesmanship. By October 1953 the fumbling of the new 
Administration with the good-neighbor policy had become so 
disgusting that a conservative trade journal, Export Trade 
and Shipper, could no longer contain itself and it editorialized: 
“Tgnorance and ineptitude have seeped into our governmental 
handling of Latin American problems, an incident which we 
may know is entirely unintentional but which our neighbors 
are all too quick to interpret as evidence of inexcusable dis- 
regard if not a deliberate insult.” It went on to note that 
“reports from Latin American capitals seem to bear out our 
prediction that false hopes and disappointment following in 
the wake of his (Milton Eisenhower’s) trip would do little 


39 Tt should perhaps be noted that most private service and religious 
organizations felt that the magnitudes of a proper Point IV program 
went beyond what could be financed from private funds, regardless of 
the preferences of John Foster Dulles. And they had resisted the linking 
of technical assistance with military strategy. In March a spokesman 
for national church and service organizations had warned Eisenhower 
and Stassen that the program “for maximum acceptability and effective- 
ness abroad and for continuing support at home should be kept as clear 
as possible from political and military involvements of security measures 
and from economic involvements of loans and grants-in-aid.” And as 
soon as the Administration’s philosophy and tactics became clear, busi- 
nessmen began to criticize vigorously. So much so that the International 
Development Advisory Board was reactivated apparently as a propa- 
ganda vehicle to confuse the public on what actually was the operating 
policy of the new Administration. It undertook a “study” of the scope 
and methodology of the program. Perhaps the mess made in this field 
suggests that when government policy is in the hands of men lacking in 
good will, “study and postpone” is at least a better policy than taking 
action of the kind likely to be decided upon by such administrators. 


40 Export Trade and Shipper, October 12, 1953, p. 12. 
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to correct the deterioration of relations.”*® But what of the 
campaign promise of statesmanship? 

The General had branded the statesmanship of the good- 
neighbor policy as “feeble” and had declared that “statesman- 
ship can do better than that.” Dulles had announced that 
fifteen or sixteen ambassadorial posts out of twenty would 
be changed, with top men put on the job. And throughout 
the foreign field, the Administration had promised to avoid 
the old Truman practice of sending out special representatives 
and missions that only confused the lines of authority in han- 
dling our interests in individual countries, allowed foreign 
governments to play off one American representative against 
another, weakened the capacity of the Ambassador to function 
effectively. The fatuities of our political appointees in Latin 
America were to cease. 

Yet, by May the pattern of the “new statesmanship” had 
been set. The New York Times (May 25) lamented the fact 
that only three nominations had so far been made, all of them 
political appointees. The pattern rolled on. In Brazil where 
the magnitude of the problems to be faced by the Embassy 
demanded now a man of stature equal to that required by the 
major European posts, the Administration found a former 
treasurer of the Republican Party, with a record as an 
America First supporter and a reputation as an isolationist, 
and with little or no knowledge of Brazilian problems despite 
the fact that he had dabbled in one of the inter-American 
business organizations. Mexico got a Hoover appointee with 
a long background in Latin American affairs, notably in the 
economics of foreign-debt collection. Cuba got a man of 
charm and culture who could have functioned splendidly as 
social adviser in even a major embassy. Argentina retained 
its Ambassador thanks to Milton Eisenhower, in obedience 
apparently to protests from the Peronista press after reports 
that he would be replaced and in response to Perén’s indi- 
cation that the rapprochement that Eisenhower was proposing 
could best be evidenced by retention of the Ambassador. And 
so the statesmen were named. 

For Assistant Secretary of State the Administration named 
a career diplomat (after several businessmen had refused to 
assume the burden) whose qualifications were best summa- 
rized by Time, the house-organ of the Administration: fluency 
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in Spanish, affability, social aplomb, background and wealth 
that appeal to Latin American diplomats. Unfortunately the 
previous incumbent had been lauded by Time for precisely 
the same set of qualifications which had proved wholly inade- 
quate to cope with the type of problems to be faced in Latin 
America; he too had had fluency in Spanish, he had been a 
law associate of John Foster Dulles, he had dwelled in the 
mansion of Nelson Rockefeller in Washington. If it had 
proved difficult to hold the good-neighbor policy afloat on a 
sea of booze with the Spanish language fluently spoken, there 
was no indication that the policy could now be refloated under 
the same circumstances. And if an incidental aside may be 
permitted, one of the major obstacles to attaining the potential 
of the good-neighbor policy has been the qualifications that 
apparently dictate the choice of many of the Latin American 
diplomats in Washington. Remote from the realities of their 
countries’ positions, dismally unsuited to handle economic 
relationships, satisfied to drift with the social tide, the Latin 
embassies for the most part are a generation behind in meet- 
ing the requirements of diplomacy. For the United States to 
adapt its Assistant Secretary of State to the appeal for this 
group is the surest way to defeat the purposes of a vigorous 
stimulation of the good-neighbor policy. This does not under- 
estimate the importance of being able to speak Spanish, to 
dress well and to be socially acceptable, but these qualities 
come under the heading of basic tools rather than the special 
qualifications demanded by especially important assignments. 
In neither the Truman appointment nor the Eisenhower ap- 
pointment was there the remotest record of capacity to cope 
with the problems presented by the office, to provide the imag- 
inative creative leadership which the post demanded. 


And as far as confusing authority in the field, the President 
had hardly gotten into office before he succumbed to the “fresh 
mind” approach, which all students of Roosevelt’s failures as 
an administrator recognize so well. To the special representa- 
tive of the President fell the assignment of introducing the 
new policy toward Argentina, probably the most far-reaching 
in its effects of any political policy that could be launched and 
one presumably that should have waited on the “‘study” which 
was the announced purpose of the mission. The U. S. press 
had largely resisted Per6én’s effort to squeeze propaganda 





THE END OF THE GOOD-NEIGHBOR POLICY 


values out of a junket offered to leading editors, John Knight 
the publisher of the Chicago Daily News told the Inter-Ameri- 
can Press Association, and “it is unfortunate that the United 
States Government did not adopt a similar attitude instead of 
sending Milton Eisenhower to Buenos Aires.” Instead of a 
study mission, the junket became a policy operation by a 
“fresh mind.” In Uruguay, where the damage by the ending 
of the good-neighbor policy had been felt earliest and most 
severely, the mission, according to a leading columnist in 
Montevideo with close ties to and frequently a spokesman for 
the government, apparently underlined a new policy toward 
this important friend of the United States. For, Eisenhower 
had no time to discuss urgent economic problems in Uruguay 
although as the columnist noted he had plenty of time to attend 
sports events with Perén and otherwise to publicize the em- 
brace of the Argentine dictator. In Chile, hardly more than 
a week after Eisenhower concluded his visit, the Chilean gov- 
ernment announced it was now ready to sell copper to the 
Russian bloc of countries, regardless of the interests of the 
free world and any existing commitments barring such a 
course. Policy changes and disappointment seemed to be 
coming from the same “fresh mind.” 


Meanwhile, although there was plenty of money for special 
junkets and for unlimited unaudited expenditures on secret 
intelligence operations in Latin America, the Administration 
found it necessary to slash the budgets of the Foreign Service 
to the point where the reporting on which all American policy 
must base and the commercial-intelligence work on which 
American business relies promised to deteriorate substan- 
tially. It had always been questionable whether the secret 
clandestine operations with their possibility of boomeranging 
to the embarrassment of our government were compatible 
with the inter-American system and with democratic govern- 
ment, and there had been some quiet publicizing by reporters 
of indications that both in this operations field and in the 
special C.I.A. collection of intelligence, the results gotten were 
awfully thin. But for the “fresh mind” approach to policy, 
apparently the trained ears and eyes of this nation function- 
ing openly in the embassies were considered expendable in 
the interests of economy—at least in the interest of providing 
money to be wasted elsewhere in the government.” 
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In the hearings on the appropriation for National Security 
Council the Administration had introduced a new job classi- 
fication: “thinker.” It had told the House Appropriations 
Committee about its “junior thinkers” and its “fairly top-level 
thinkers” and presumably there were “senior thinkers” too.** 
However feeble the statesmen of the Truman good-neighbor 
policy may have seemed to Eisenhower in the fall of 1952, 
by October 1953 it was generally agreed that he himself was 
functioning with “very junior thinkers.” 

Other Operations. When the Mexicans came up to nego- 
tiate a renewal of the peso-stabilization agreement, they were 
confronted with a new demand for a service charge for the 
standby credit. That, it was explained, was the New York 
way. The “good-partner” way, perhaps? $185,000 per year 
was unlikely to balance the U. S. budget, but it could buy 
ill-will or at least alter the climate of neighborly cooperation, 
and U. S. officials immediately told reporters who smelled out 
a story that actually there had been proposals within the U. S. 
government to charge the Mexicans much more, so that the 
assessment must really be considered a triumph for the good- 
neighbor policy. Any questions? 

When the time came to liquidate the Joint Brazilian-Ameri- 
can Economic Commission, it was botched inexcusably so as 
to further jeopardize Brazilian-American relations at a very 
critical point. This was nothing that good common sense 
could not have avoided. 

When Correio da Manha charged that the United States was 
refusing to go through with commitments made for the loan 
program for Brazil, U.S. holdover officials from the old admin- 


41 The Atlantic’s collection of dirt on Central Intelligence Agency was 
perhaps as good as any absorbed by reporters in Washington. The 
Atlantic (April 1953) in discussing the ineptness of Central Intelligence 
in its Report on Washington had mentioned the case of the attempt to 
tap the telephone of a former president of Costa Rica, when the CIA 
agent unwittingly contacted an associate of the former President who 
told Figueres the plan so that arrangements were made to have a pho- 
tographer present when the tap was made and the agent caught. On the 
intelligence collection function, there was mention of the failure to get 
advance warning on the Bolivian coup that installed Paz Estenssoro 
because the agent assigned was vacationing in Rio, and also the fact 
that only interference by the Embassy had stopped a CIA man from 
reporting incorrectly that Haya de la Torre had escaped. 

42 Hearings, Defense Appropriations for 1954, p. 509. 
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: istration admitted in shame that the commitments had been 
- made and that we had broken faith with Brazil, and they 
blamed the World Bank for the position which the U. 8S. gov- 
| ernment assumed. Under the good-neighbor policy, a commit- 
ment of the United States had been worth something. One 
recalls for instance Sumner Welles’ cold insistence to the war- 
time requirements committee that regardless of the alternative 
uses for materials the United States had pledged certain 


assistance for Volta Redonda and that as long as he was in 
charge of inter-American relations the commitments of this 


| country to Brazil would be carried out. Now, the policy had 
reduced to a high-priced shyster approach: prove your claim 
| with a document and even if you have a document we reserve 
the right to look for flaws. 


When the President agreed to join with the President of 

Mexico in dedicating the Falcon Dam, his press secretary had 

the gall to note that “this dam is an outstanding example of 

practical cooperation of two neighboring countries in the 

utilization of a common resource.” But the President’s 

brother had just returned from Latin America where the 

Latins had been told that it was precisely this type of develop- 

mental cooperation that had been abandoned by this govern- 
ment when it altered the role of the Export-Import Bank! 

When the Department set out for the meeting of the Inter- 

American Economic and Social Council in Caracas, it was as 

usual poorly prepared and was striking out for the same low 

target: to emerge from the meetings without damage and 

without accomplishment. But the measure of leadership is 

not the degree to which a country can escape a conference 

without accomplishment. And the pitiful state of the inter- 

American machinery on the economic side derives in no small 

measure from the inability to provide the necessary leader- 

ship. One hears Assistant Secretary Cabot reporting on this 

conference in his March 17 speech in New York that “they 

(the Latins) unquestionably felt that those who make a 

nuisance of themselves were better rewarded than those who 

cooperated,” and a few months later the new Administration 

verifies this analysis by embracing Perén. By October 1953 

when preparations for the more important Spring 1954 Con- 

ference in Caracas were under way, reporters going into the 

government for off-the-record conferences were horrified to 

find that there was still apparently no serious interest in a 
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constructive program for the conference after nine months 
of the new Administration. No one had even a remote notion 
of the requirements of policy, and the defensive posture that 
had doomed so many inter-American conferences was appar- 
ently being once again readied for use. What in competent 
hands must be the most important conference ever held in 
the hemisphere was going by default in the self-satisfaction 
with the policy of the forked tongue and in the absence of 
“senior thinkers” as against the “junior thinkers” to whom 
the Administration had entrusted command. This was the 
“mutual working out of long-term economic problems”’— 
1953 style. 

Or was it merely the same mental stasis that obstructed 
clean-cut handling of action paper and problems? All through 
1953 the Department bought time in the Bolivian crisis. To 
what end? No official knew. Buying time meant hoping that 
something would turn up from the outside to relieve the De- 
partment of the imperative task of coming up with a solution.** 

And so it went. Attorney-General Brownell “discovered” 
the Mexican wetback problem. And the President discovered 
in a speech that “Columbus was the intrepid explorer of the 
western hemisphere,” to be defended in press comment with 
the suggestion that Dulles’ use four times in a single speech 
of the term “South America” when he meant “Latin Amer- 
ica” was an even less excusable error in geography and 
history. And Senator Wiley, Chairman of the Foreign Rela- 
tions Committee, told the City Club of Milwaukee that unlike 
the previous administration which had neglected Latin Amer- 
ica, “I have tried to proportion my time to give Latin America 
the attention it deserves. For instance, I recall a most mem- 
orable luncheon with Generalissimo Trujillo of the Dominican 
Republic and I recall participating in observance of the anni- 
versary of establishment of the Haitian flag.” Any questions 
on how the Administration had stopped neglecting Latin 
America? Or on “the kind of attention Latin America 
deserves”? 


43 The day the President announced a new policy of grants for Bolivia, 
his brother, Milton Eisenhower, delivered a speech based on his research 
in Latin America in which he insisted that loans and not (repeat not) 
grants were the key to policy. “Zig and zag,” “stop and go,’’ the General 
had once called it. The U.S. lending vehicle had of course been wrecked 
by this time. 
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Conclusion. By April 1952 Dean Acheson’s prestige among 
the voters had fallen so greatly that even a perennial candi- 
date for posts in the Executive Branch who carefully kept a 
foot in each camp felt it was now safe to come out and criti- 
cize Acheson. Thus, Nelson Rockefeller emerged to charge 
that the Truman Administration had “ignored and neglected” 
fundamental ties with Latin America, had “imprudently” 
taken the solidarity and cooperation of the other American 
republics for granted, had underestimated the importance of 
the ties, had lost much of the idealism and sympathy and spirit 
of common purpose symbolized by the good-neighbor policy, 
had dealt with hemisphere problems only after they had 
reached crisis proportions.*+ 

But four months after Eisenhower took office, the New York 
Times could comment that “it is time to call attention to the 
fact that nothing positive and little that is favorable in the 
sphere of inter-American relations has happened.” Six 
months after he took office, the design of the Administration 
was clear. To the long-range working out of problems, it had 
contributed among other things a termination of the most 
effective form of development financing, a viewpoint on im- 
ports which warned Latin America that it could not base 
policy on hopes of access to this market, an approach to tech- 
nical assistance that shattered its effectiveness. In spot 
action decisions, it had among other things fumbled incredibly 
the cooperation which could have been given our most impor- 
tant neighbor (Brazil) in a time of grave crisis, it was be- 
latedly moving to offer charity to Bolivia when what the 
Bolivians properly wanted was a genuine cooperation on long- 
and short-run problems. 

It had offered a restive Latin America a series of ambassa- 
dorial appointments that seemed to assure a deterioration in 
the statesmanship which the General had dared criticize. It 
was not only groveling before Argentina in a disgusting shift 
in policy, but also it was going out of its way to point to 
Argentina’s conduct in the past decade as having been in the 
tradition of the good-neighbor policy, which amounted to 
telling the other American republics which had labored with 
us on behalf of a free world that their course was wrong 
and Argentina’s right, and that for the new “spirit and 
heart” of U. S. policy, they would do well to follow Argen- 
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tina’s course. By autumn 1953 Senator Wiley, Chairman of 
the Senate Foreign Relations Committee, was out on the road 


44 New York Times, April 23, 1952. Rockefeller’s emphasis on the 
failure to anticipate problems is particularly amusing to the writer. 
In 1948 when it became apparent that implementation was floundering 
despite the good-will and good-faith, a prominent Republican Congress- 
man was persuaded to mobilize a bi-partisan group to find the road to 
more effective implementation. He sent emissaries to Rockefeller to 
sound him out on the need for action, and they had to report back that 
Rockefeller apparently did not recognize the problem! Four years later 
the alert Rockefeller saw the problem. (See “Institute Memorandum on 
the Latin American Policy of the United States,” Inter-American Eco- 
nomic Affairs, Vol. 3, No. 2, pp. 81-94; and Institute Reports on Inter- 
American Policy, No. 1, “Economic Cooperation with Latin America: 
The Record of the United States.’’) 

In his rather wild criticism in 1952 Rockefeller carefully cleared the 
Assistant Secretary for Inter-American Affairs (Miller) from any 
responsibility for what he called the loss of vitality, momentum and 
direction of the good-neighbor policy. This has been a common practice. 
The New York Times, for instance, reported out of Washington that 
failures had come because “Mr. Miller had the whole burden of a pro- 
gram that should have been shared by the topmost leaders of the govern- 
ment.” The Luce publications were overwhelmed by the fact that an 
Assistant Secretary had the language tool that a twelve-year-old school- 
boy in Europe would have. Acheson was too easy a target for anyone 
to waste ammunition on Miller. Actually, Acheson had made the initial 
determination correctly: that the mass of problems demanding urgent 
attention in defense of the free world was such that some responsibilities 
would have to be delegated almost completely. This was sound organiza- 
tional practice. It was his second determination that failed: the finding 
of a man of Cabinet caliber to take a regional Assistant Secretaryship. 
He found instead a man who at best could have filled the ordinary 
Assistant Secretary’s job. 

By 1953 the New York Times had come to appreciate the damage that 
had been done by the “much advertised and much exaggerated charge of 
the Truman Administration’s ‘neglect’ of Latin America.’ Yet, so 
lacking in understanding were the new Administration’s advisers and 
so irresponsible in wilful destruction of a policy part of whose potency 
rested on the theme that it enjoyed bipartisan support that they labored 
the point that we had neglected Latin America until the Latins really 
believed it. The Department itself from the time Marshall erred in 
Bogota in this fashion misread its own implementation of the good- 
neighbor policy and destroyed its effectiveness by constantly apologizing 
for not doing more for Latin America. The propaganda that the eco- 
nomic side of the good-neighbor policy had been abandoned with the end 
of the war was false. The big change on the economic side did not come 
until 1953 under the new spirit and heart of the Republican Adminis- 
tration. 
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lauding Argentina as the nation “rightly proud of its role 
in the hemisphere and in the world.” This for the nation 
which had betrayed the free world in two wars, had rejected 
desperate appeals for aid to Europe after the second world 
war and instead bled the continent white, had fought vig- 
orously every effort to strengthen inter-American unity, and 
had sought to mobilize the area against the United States. 

It had shown at every step a change in heart and spirit 
calculated to worry all who believed in the potential of the 
good-neighbor policy. It had displayed a lack of honesty and 
integrity in its dealings with Latin America and had never 
ceased pontificating as did the President on one occasion that 
the American nations must show the rest of the world “how 
friends and neighbors can act.” If indeed this Administra- 
tion’s deeds represented the way neighbors could act after all 
the platitudes and inanities that the Administration leaders 
had gotten off with respect to the good-neighbor policy, Latin 
America truly had cause for concern. The Latin American 
might well agree with Woodrow Wilson that “I am more 
afraid of the sincere man who is mistaken than of the scoun- 
drel who is trying to mislead us.” 

But our neighbors could find comfort in the knowledge that 
the American people had supported the good-neighbor policy 
from the start, that the business community favored the 
policy and would ultimately prevail over those bankers and 
their shysters who sought to wreck it for their own ends, that 
at least the Democratic Party was firmly committed to the 
good-neighbor policy in theory and in practice. Men of good 
will would return one day to Washington. And the rhetoric of 
the good-neighbor would be replaced by administrators con- 
scious of the potential of the policy and possessing the integrity 
of purpose and the intellect to implement it effectively. 
















How Can the Magazine Best 
Serve Inter-American Relations? 


By CARL SOLBERG* 


Let me say at the outset that I think Americans do not know 
enough and do not read enough about Latin America. In these 
remarks I take this regrettable fact for granted, but I will not 
preach to the converted, but start from there. 

“The basis of democracy is the opinion of the people,” said 
Thomas Jefferson. Or, as Adolf Berle put it: “Democracy is 
opinion.” Gone are the days when chancelleries made foreign 
policy in secret covenants secretly arrived at, and ambassadors 
were free to deal with foreign secretaries on the issues of 
Inter-American relations with no thought of what the organs 
of opinion might say. The people participate; the people 
initiate. That being the case, opinion is crucial to American 
foreign policy. Opinion depends on knowledge; knowledge 
depends on learning. In all matters that citizens cannot learn 
at first hand, such knowledge comes to them by the modern 
means of communication—books, movies, newspapers, radio, 
TV, magazines. What is the role of the American magazine 
in the formation of public opinion concerning Inter-American 
affairs? How best can the magazine serve Inter-American 
relations? 

There are three ways: 1) reporting and interpreting Latin 
America to the United States; 2) reporting and interpreting 
the United States to Latin America; and 3) reporting and 
interpreting Latin Americans to each other. 

American magazines have treated of Latin American life 
ever since the Atlantic serialized W. H. Hudson’s stories of 
purple Uruguay and green Venezuela; Richard Harding Davis 
spun yarns of Central American filibusters for Scribner’s; 
and the Century magazine recounted the horrors of Spanish 
tyranny in Cuba. All magazines now of whatever type or 
special appeal print material related to Latin America on 


*This paper was delivered at the fourteenth lecture series of the 
Hispanic American Institute of the University of Miami, a series titled 
“The Press and Hispanic America,” directed by Professor Robert C. 
Beyer. Mr. Solberg is an associate editor of Time. 
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occasion. The Farm Journal may report on Argentine methods 
of animal husbandry; Field and Stream may relate how Mexi- 
can villagers land fish in butterfly nets on Lake Patzcuaro; 
the Army and Navy Journal may tell how Chilean noncoms 
teach conscripts how to read and write and drive tractors; 
the Christian Century may report the formation of a United 
Lutheran church in Brazil. When newspapers and radio 
reports draw attention to such events as land reform in Guate- 
mala, political assassination in Venezuela or a presidential 
election in Chile, magazines of opinion comment. General 
magazines of mass circulation feature stories of adventure 
on the Amazon or in the Andes or among the diamond hunters 
and head shrinkers; or narratives of achievement, especially 
Yankee achievement, in the exotic places south of the border; 
or yarns of travel such as people seem always to love. Finally, 
“trade” magazines, magazines of special professional or busi- 
ness interest, play a narrower but steady role in the work of 
the American magazine in Inter-American affairs. McGraw- 
Hill, a leader in the “trade” magazine field, is one of the few 
North American journalistic enterprises to maintain staff 
representatives in residence at Latin American capitals. 

Among the magazines that make a special effort to report 
and interpret Latin American affairs, Americas, the magazine 
of the Pan-American Union, has become in its English- 
language format an important means of interpreting Latin 
American life to the U. S. Its circulation, though limited, is 
concentrated among a group whose attitude is vital in the 
ultimate shaping of U. 8. opinion about Latin America—the 
students, whether in schools or colleges. Of magazines which 
circulate specifically in the hemisphere, by far the largest is 
the Spanish-language Selecciones, which in all its editions 
sells 1,400,000 copies a month, surely a prime means of mass- 
communication between the countries. In pioneering in the 
Latin American field, the Reader’s Digest has also printed 
many articles of notable interest for its 7 million U. S. readers 
that have helped make Latin America comprehensible to 
American opinion. 

Finally, there are the magazines which report the news of 
the hemisphere as a regular service. Of these, the Atlantic, 
which undertakes to give its 60,000 readers periodic “reports” 
on'Latin America, should not be overlooked. The U. S. News 
and World Report and the United Nations World also under- 
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take to report regularly on events in Latin America. But of 
the American magazines reporting regularly on Latin America 
the ones that deserve closest examination in any discussion 
such as this are the mass-circulation news magazine or news 
photo magazine. 

Henry Luce speaks of the news magazine as an “invention” 
and so it is, a phenomenon of our day. It meets a need in a 
land of citizens who want to know what’s what and pretty 
quickly. It has been said that it undertakes to tell the man 
who comes into the ball park after the game has started what 
the score is, how the scores were made, and how the prospects 
for the outcome shape up. It is intended to fall into the hands 
of the reader at the end of the news week; it is intended to 
draw together, correlate and interpret the week’s happenings, 
and in particular add what is hard to get on a day-to-day news 
ration—the story behind the news. It is intended to tell the 
news as far as possible in terms of people, for human interest. 
It is intended to keep the citizen informed in more than just 
political news, hence its information is presented in depart- 
mentalized fashion—the week’s news of books, the theatre, 
science, religion, as well as political and business and finance 
developments. All this is presented in format, size and style 
capable of being absorbed in no more than a single evening 
of reading. 

As it has turned out, the rise of the newsmagazine has 
coincided with a tremendous increase of interest, responsi- 
bility and concern among Americans about their own affairs, 
and about world affairs. Such magazines have tried to cater 
to the demand for reports and interpretation of what takes 
place at home and overseas. They have built up news and 
picture-gathering staffs of such size that in the case of Time 
the editorial costs of each word printed (not counting paper, 
printing and all that) run around $1.70. Overseas, their news- 
gathering services compare in size and capacity with those 
of the few leading newspapers that attempt to report for their 
readers on the outside world. Nowhere has this been more 
true than in Latin America. At the moment Time and Life 
alone maintain bureaus with staff correspondents in four 
Latin American republics, and special correspondents, 23 in 
all, in the rest. 

These news-gathering organizations were set up in the first 
instance to help provide the kind of news and interpretation 
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that editors believe Americans want and need about Latin 
America. The first staff correspondents were sent into the 
area before the last war. In at least one case, the staff re- 
porter was the first American newsman domiciled in his Latin 
American capital. The first permanent bureaus were estab- 
lished in Rio, Buenos Aires, and Mexico City about 1940. 
They have been there ever since. 

The first and still the primary service of these organizations 
has been to supply reports on Latin America for the North 
American readers. Once they were organized, it was estab- 
lished that the leading American newsmagazines would print 
regular news of Latin America each week. Over the years, 
this regular feature has become formalized in a ‘““Hemisphere”’ 
department. Within the format just described, the usual ration 
of hemisphere news works out at about one page. The impor- 
tant fact is that it is regular weekly fare for millions of North 
Americans, ingested as naturally as the weekly budget of 
White House news, movie reviews, or reports from London. 

How best can the American newsmagazine serve Inter- 
American relations? Surely by printing more about Latin 
America? With all respect, I submit that this is not possible 
within the limits of the format as described. There is a big 
case to be made for printing or airing more news about Latin 
America, but that part of the job is for others. If a Gallup 
poll a few years ago uncovered the fact that the average 
American citizen can locate less than three of 13 selected 
countries on the map of Latin America, the problem involved 
there is one for the school books and such communicators of 
basic information. The magazine, the weekly newsmagazine, 
cannot compete in the quantitative production of information 
in Latin America any more than in any other field. The weekly 
news-picture magazine? This type of magazine, it so happens, 
is not so formally departmentalized. Such a magazine derives 
its impact largely from the picture, any news picture or even 
any picture. I believe that as more such pictures are obtained 
from Latin America, we shall see this form of journalism give 
more space to Latin American subjects. Efforts are under 
way to obtain more such pictures, as we shall see in a minute. 

The stock-in-trade of the newsmagazine then is not at all 
quantity but quality of information. Given the fact that the 
American newsmagazine sees that it is profitable and that its 
editors are interested enough in Latin American affairs to 
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assign regular space for its coverage, how best can the space 
be filled? How can the essential news of 150 million people 
be conveyed from week to week in a page or a picture or two? 
Impossible task. Obviously, it is an assignment that can be 
attempted only on an overall rather than a periodic basis, 
and one furthermore in which judgments have constantly to 
be made not only on the relative merit and importance of 
particular Latin American news but also on the way they fit in 
and balance with the rest of the week’s news as reported in 
the magazine. And to do that job, certain requisites are 
needed in those involved. They must take Inter-American 
affairs with seriousness. They must be knowledgeable, well- 
informed, “interested.” They must be responsible, and they 
must have perspective. They must call them as they see them, 
week in, week out—not so much “impartial” as “fair” accord- 
ing to their lights. They must address themselves not to 
specialists but to the general reader, the average citizen. They 
must conform, in spirit and in standards, to the larger pattern 
of their magazine. 

Nine years ago Hernane Tavares de Sa of Brazil wrote that 
“both the press of the U. S. and that of Latin America have 
failed dismally in tearing down the great barrier of mutual 
ignorance that has stood between us.” Their efforts, he said, 
had only etched more deeply in North American minds the 
concept of Latin “picturesqueness” and other “romantic non- 
sense.” The charge is a serious one. Since the time he wrote, 
both Newsweek and Time have created their “Hemisphere” 
departments. Since then we have seen revolution in virtually 
every Latin American country. We have also seen the rise of 
an internationally significant movement called Peronism or 
Justicialism in Argentina. The newsmagazines, whatever 
their limitations, have reported the words and the deeds, the 
posturings and the meanings, of Perén and his late wife with 
unfailing force and clarity. I venture to say that if Americans 
in general now have a pretty good idea of who Perén is and 
what he stands for, it is in vital part because of the job the 
newsmagazines have done over the years in reporting Argen- 
tina. Mind you, this is calling them as they see them. Time 
magazine is barred from circulation in Argentina and has been 
for five years. 

The newsmagazine tries to perform another function be- 
sides that of pulling together the episodic newspaper and 
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radio reports of events into a more significant summary. Not 
entirely a news magazine in the sense of the newspaper editor’s 
demand for the new (it is for instance uninterested in the 
“scoop”), such a publication also seeks to show how Latin 
Americans live. Partly, this is an expression of the old 
concern to tell news in terms of people, of human interest. 
Often this means that Latin American news can be made more 
graphically comprehensible to North Americans if told in 
terms of personalities, especially personalities who have be- 
come familiar. Such universally known Latin American fig- 
ures are few, though it is the newsmagazine’s job to help add 
to the number. How many Latin American names are known 
to the average American voter? This is a practical challenge 
to American journalism. I would guess that the number is 
fewer than a half-dozen. 

But partly, the effort to tell how Latin America lives is the 
job of the editor with time enough to produce background and 
depth and color for the news. It may be remarked that this 
leads to the emphasis on the picturesque that annoyed Dr. 
Tavares. Surely, in a magazine for which the citizen must 
part with his money to read, plenty of attention must be paid 
to presenting topics that interest and amuse him. But when 
this function can be discharged with taste and eloquence, the 
magazine is at its best in serving Inter-American relations, 
is it not? Must we not tell our readers that Brazil is a land 
without divorce, and tell why? That Uruguay is a republic 
where duels are lawful, and tell why? That Bogota is a 
capital in which almost every literate male is a poet, and why? 
That in the city of SAo Paulo banks pay interest on checking 
accounts, and why? That on the 12th day of December 
Mexicans walk from all over the country to worship at the 
Guadelupe shrine outside Mexico City, and why? If the news-. 
magazine can have carried home to Americans some of these 
illuminating facts about Latin Americans, will they not have 
transcended both the romantic and the picturesque and estab- 
lished to a degree the awareness that Latin Americans are 
human beings with traditions and problems and outlook both 
like and unlike that of readers themselves? And if this can 
be done with the graphic reinforcement of photographs, and 
through the medium of a photo weekly read habitually by 
one in five Americans, how much more the service rendered 
to Inter-American relations. 
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When we turn from the American magazine’s job of report- 
ing and interpreting the news for American readers to the job 
of reporting and interpreting the news for Latin American 
readers, we see a task that is at once more delicate, less cir- 
cumscribed by set formulas, and more open to change and 
development. Time was a pioneer in the business of exporting 
its American news-product. Latin America being the biggest 
and oldest U. S. export market, that was where it started, 
launching its Latin American edition in 1941. The venture 
became possible because established airlines by then could 
carry newsmagazines to readers in Buenos Aires (as distant 
as Moscow) while the contents were still fresh. 

In time, both Newsweek and Time undertook to expand their 
Latin American edition. Today the Time Latin American 
edition prints three pages of Latin American reports, only 
part of which appear in the domestic edition. Though it is 
the magazine’s primary function to deliver to the interested 
reader in Latin America the essentials of what is being said 
and done and thought in what is now the center of western 
economic and political power, there also seems to be a demand 
among Latin Americans for the highlights of news of their 
sister republics. By the same standards set for the domestic 
edition, the American newsmagazine tries to fill this gap for 
them. Time’s Latin American readers include not only the 
American colonies of the 20 republics, but the presidents, cab- 
inet ministers and business and professional leaders of these 
republics. 

Unlike the English-language version, the American news- 
magazine printed in Spanish or Portuguese must consider 
reporting Latin America for Latin American readers a para- 
mount purpose. In recent years one such newsmagazine has 
been launched, a praiseworthy but by no means conclusively 
successful experiment. Its problems have demonstrated among 
other things the value of starting such enterprises out of the 
resources and experience of a going publishing organization. 

That has been a big advantage for the single most important 
new venture in Inter-American journalism, Life en Espafol. 
Life en Espanol, companion to Time’s Latin American edition, 
is the Spanish-language version of an enormously successful 
American magazine, the picture news magazine. Life en 
Espanol came into being because its editors saw that there 
was a place for it in Latin America occupied by no other pub- 
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lication. They felt that Life—in Spanish—would strike Latin 
Americans with the sort of impact it achieves in North 
America. They felt that this magazine could deliver to Latin 
America an inimitable flash glimpse of North American life. 
Life speaks through pictures: they felt that Life could tell a 
wide audience of Latin Americans about American political 
ways, American home life, the American economic system. 
More, they felt that no other publication could give Latin 
American readers such a wide picture of life around the 
world, such a panorama of information on science and cul- 
tural subjects. They felt that Life, the mass-circulation maga- 
zine par excellence, could educate, could even combat illiteracy 
because it is a product that rouses the desire to read. 

For Life, the mass circulation magazine, the Latin American 
edition should naturally be in Spanish. In Life, moreover, the 
picture, rather than the word, is the vital thing. The idea was 
that Life, just as it was, was exportable, with text changed 
into Spanish. Not quite just as it was. It was Henry Luce’s 
idea that Life en Espanol should include a Letter from North 
America written solely for Latin American readers. Should 
extra stories and pictures also be prepared just for the Latin 
American readers? There has been some, but not much, of 
this; increasingly, the editors hope to settle this issue by print- 
ing more about Latin America in both editions of Life. 

Great care was taken to insure that Life en Espanol was a 
publication that technically met the exacting standards set for 
the domestic edition of the magazine. The publishers made 
the most of the staff, at home and in the field, they already had. 
When they set out to hire translators, they ranged far and 
wide for their key people. The staff of translators is under 
the leadership of Alberto Cellario, managing editor of La 
Prensa of Buenos Aires in the days when that paper was one 
of the great newspapers of the world. Life now maintains a 
staff photographer continuously in Latin America, with the 
immediate result that Life as well as Life en Espanol prints 
more pictures from Latin America. 

And the result has so far been a success of a kind that recalls 
the launching of the original Life picture magazine in 1936. 
At the beginning they guaranteed 100,000 circulation for the 
first year; now, after nine issues, their circulation is more 
than double that figure. The publishers believe that they 
could double that now if they could afford it and had the paper. 
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This record has been scored despite the fact that Life en 
Espanol is barred from Argentina and does not sell publicly 
in Spain. 

So far over a million copies have been distributed, and not 
one has been returned unsold. If as the publishers believe 
each copy is read by 15 people, that means that three million 
see each issue. The magazine sells out within hours at all 
newsstands. It has been black-marketed. It has had to be 
rationed to dealers. In one place the news vendors went on 
strike against Life—for more copies. Most recently it has 
become necessary to raise the newsstand price of the maga- 
zine to curb sales. But the thing is a great success, and has 
given the publishers plenty of encouragement to expand. 

Paradoxically, it might be asked whether the best interests 
of Inter-American relations would be served by a Life in 
Spanish. In fact, before the new magazine appeared, there 
was much talk in Latin American journalistic circles that its 
competition would hurt Latin American publications and 
thereby damage Inter-American relations. The contrary has 
proved true. Life does not compete with local publications; 
on the contrary, it stimulates interest, sometimes where none 
existed before, in reading, in magazines, in all kinds of publi- 
cations and public affairs. Latin America has never before 
seen the sort of journalism represented in Life’s popular sci- 
ence feature: “The World We Live In.” Nor have they seen 
the art of Rouault, of their own Mexican Tamayo, so sump- 
tuously presented in a popular magazine. There do not even 
exist anywhere in Latin America the facilities for printing 
letterpress color pages such as Life’s. 

The entry of this kind of magazine into the Latin American 
field will help bring North America to South Americans in 
some cases unreached and unbriefed about their big neighbor. 
The birth of Life en Espanol brings to the editorial tables of 
Life a group of able Latin Americans whose influence for the 
good of Inter-American relations on their U. S. colleagues has 
already been apparent. Lastly, having entered the field with 
all the energy and journalistic resources at its command, the 
magazine will inevitably bring to its huge U. S. audience fur- 
ther education in the life and the people of Latin America. 
To the degree that American opinion will thus be schooled for 
the good by this prime instrument of mass communication, 
of mass entertainment and instruction, the picture news- 
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magazine can better Inter-American relations. To the extent 
that by piercing the barrier of language, it can equally amuse, 
amaze and instruct South, North and Central Americans alike 
in the democratic way of looking at life, it has moved toward 
answering how it can perhaps best serve the cause of Inter- 
American relations. 








Press Coverage of Latin America. 
Case: The New York Herald Tribune 


By JOHN HICKEY* 


The facts regarding U.S. press coverage of the Latin Amer- 
ican story are well known: 

(1) There is no serious effort to cover the story. The New 
York Times is a notable exception, but only in volume of 
Latin American news printed. Qualitatively, its performance 
is still so far inferior to its handling of other areas of news 
as to make it unsatisfactory for a paper of the international 
standing of the Times. Even so, relative to its competitors, 
the Times’ job has been so conspicuous that it was given a 
special citation in 1953 for the improvements achieved since 
the paper decided four years previously to extend its Latin 
American coverage. The terms of the citation were grossly 
extravagant, however, in suggesting that “perhaps for the 
first time in Inter-American relations there has been con- 
sistent uninterrupted coverage of Latin American events.” 
Such coverage is unknown in the United States and does not 
appear to be in prospect. All too many big-city papers have 
some distance to go before they reach even the coverage pro- 
vided by the Philadelphia Inquirer a hundred years ago with 
its “Our South American Letter!” 

(2) The press services blame the newspapers for the lack 
of interest and for the unsatisfactory coverage, and insist 
that any time the papers want to print the Latin American 
story, the press services will meet the need. In the meantime, 
however, the services respond to the common pressure for 
screaming headlines as the key to the story which the news- 
papers do want out of Latin America, with the result that the 
succession of revolutions is the Latin American story for the 
American newspaper reader and shapes the ignorance and 


* Mr. Hickey is the author of “Sumner Welles’ Opinions of Perén” 
in Volume I, No. 3 of this magazine; “The Cooperative Services and the 
Good-Neighbor Policy” in Volume II, No. 3; and “Carlos Davila on Inter- 
American Economic Policy” in Volume III, No. 2. 

See also “How the New York Times Covers the Brazilian Scene,” in 
Volume II, No. 3, and “How Time and Newsweek Covered the Argentine 
Story,” in Volume II, No. 1. 
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inaccuracy of the average North American’s impression of 
Latin America. 

(3) On the editorial page, unencumbered by any serious 
knowledge of the area and lacking the running background 
coverage which would be necessary for effective editorializing, 
the newspapers insist on piously laboring the theme that “the 
strength and well-being of Latin America should be a primary 
concern of Americans.” Yet, they refuse to accept the re- 
sponsibility for covering the news sufficiently to enable Ameri- 
cans to realize and satisfy this “primary concern.” 

(4) Through their willingness to accept and use undiscrimi- 
natingly press-releases from inspired sources in lieu of news 
coverage, and through their eagerness to accept free junkets 
sponsored by individual countries or their propaganda agen- 
cies and to repay their hosts with a few column-inches of 
“news” sent up by the inadequately-informed and over-ban- 
queted junketeers, they have cheapened their columns and even 
more clearly pointed up the fashion in which they have de- 
faulted on their responsibility to cover the Latin American 
story independently and effectively. 

In part, of course, this stems from the general deterioration 
in news coverage, domestic too, which is typified by the grow- 
ing tendency to rely on the handout or press release in Wash- 
ington and which is encouraged by the growing number of 
monopoly situations in the newspaper field where qualitative 
coverage becomes less important commercially. All too many 
editors share the opinion of one editor who furnished a testi- 
monial for one of the publications which make up the propa- 
ganda effort of the State Department within the United States 
in these words: ‘‘An editor frequently finds little time to do 
the searching in order to get at the heart of the matter of 
important immediate public concern,” and thus the State De- 
partment publication is of great value. Acceptance of propa- 
ganda is unlikely to make for informed and balanced judg- 
ments in the editorial columns or for balanced presentation 
of the news in the news columns. And editors too often find 
it too burdensome “to get at the heart” of the Latin American 
story independently. 

An example may be offered at this point. In the days when 
foreign loans were a matter of private flotations, press cov- 
erage was marred by the corruptibility of the financial press. 
White has written of the leasing of the financial columns of 
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the large French dailies to writers privileged to write as they 
please and has suggested that perhaps two or three of 186 
financial journals could be said to be thoroughly honest in 
their comments on new issues.’ In the seventies The Times 
(London) was sometimes called the “Jews’-harp” because an 
editor boosted Rothschild stocks.2, And in the 1920s there was 
criticism of the availability of some American newspapers to 
“suggestion.” 

Today foreign loans are a matter of Washington activity 
rather than New York and Paris and London financing. And 
the press coverage is marred not by financial corruptibility 
but by simple ignorance and incompetence on the part of the 
press corps. For an economist, one of the most enlightening 
experiences is to attend press conferences at Export-Import 
Bank and the World Bank and to hear the incredibly ignorant 
questions put by reporters and the answers carefully fed to 
the gullible reporters. Small wonder that some major scandals 
at the World Bank have gone virtually unreported in New York 
papers—largely because the facts did not come out in the form 
of a press handout. If the newspapers are unable to under- 
stand the dangers in this kind of performance within the 
United States, obviously there is little hope that they will be 
able to appreciate the qualitative requirements of reporting 
from Latin America.’ In terms of performance of the proper 
function of a newspaper, default arising out of incompetence 
may be as serious as that arising from the direct sale of its 
columns to the highest bidder. 

(5) At the higher executive level, there is excessive pre- 


1H. D. White, The French International Accounts, p. 280. 

2L. H. Jenks, Migration of British Capital to 1875, p. 399. 

3 There are exceptions, of course. The New York Times apparently 
sensed the need for something out of Europe on the financial and economic 
side that would be more than the ordinary reporter could handle. The 
result was the floating assignment of Mike Hoffman, whose economic 
training and perceptiveness have given the Times a type of reporting 
that it fails to achieve on its own domestic financial pages from news- 
paper-trained men. Eventually the Times will come to understand that 
it needs some such man in Latin America to complement the good work 
which Sam Brewer turns in on the non-economic side. And if one is to 
judge by some of the economic recommendations by the Times editorial 
staffman on Latin America (Foreign Policy Association, Headline Series, 
The U.S. and Latin America, 1953), perhaps more attention to economics 
might help on the New York end of the newspaper also. 
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occupation with freedom of the press in Latin America. Press 
Association activity of this kind is a source of gratification for 
newspaper executives and an especially pleasurable kind of 
meddling since it is virtually cost-free. Yet, bringing in for 
their own U.S. papers poor foreign reports, badly interpreted, 
not understandable, lacking in clarity as well as in accuracy, 
may be equally a default on the obligations of a free press. 
And the North American members of the Inter-American 
Press Association might well turn their attention to the per- 
formance of their own papers before they search out the inade- 
quacies of the press abroad. The New York Herald Tribune 
editorializes that “there is much that the Inter-American Press 
Association can do in the broad realm of international under- 
standing.” Yet, it is clear that the first task for the member 
North American papers would be the contribution to under- 
standing involved in the performance of the primary job of a 
newspaper—to report the news. 

Dean Ackerman of Columbia University recently returned 
from Latin America to voice his gratification that “the Latin 
American newspapers are printing a larger volume of world 
news than in the past. ... Many of them take all three North 
American news services. .. . It is possible today to travel in 
Latin America and keep up with the main current of events 
without reading United States newspapers.‘ But, Dean Acker- 
man, would it be possible to travel in the United States, and, 
anywhere coast to coast, big city or small, be able to keep up 
with the main current of developments in Latin America with- 
out reading foreign newspapers? 

(6) The defense is sometimes offered that the pressure of 
news is so great and space availabilities so limited that there 
simply is no space to devote to Latin American news. The 
best answer to this is the use of the space that actually is made 
available for the Latin American story. Granted that there is 
an overwhelming problem in selection of what is to be printed 
from the whole domestic and foreign scene. 

Was it good selection for virtually every newspaper in the 
country to have missed half a decade of looting by government 
officials in Mexico on a scale perhaps never equalled in this 
hemisphere, to have missed the newsworthiness of this story 
at a time when the same deterioration was occurring in Wash- 


4 Editor and Publisher, August 1, 1953. 
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ington to give it wide interest, when there was a direct rela- 
tionship with certain matters of particular concern to this 
government, and when there were even American personalities 
who might be brought into the reporting of the story? Was 
space availability the problem, even for the New York Times, 
at a time when it had plenty of space to run a planted story 
calculated to bolster the Mexican peso in a period of weakness? 

Did the New York papers select skillfully when they ran a 
few press-releases by a propaganda outfit working for one side 
of the Bolivian expropriation fight, when in Washington they 
had easy access to the larger and more newsworthy story that 
two famous ex-Senators had hired out as opposing counsel in 
the case, that one fee was couched in the five-percent vein 
which made any Washington story newsworthy at the time, 
that the public-relations fees were in the hundred thousand 
dollar bracket indicative of a major battle, all made the more 
newsworthy by the fact that whichever side won, the U. S. tax- 
payer would likely be taken for the bill? 

Does eighteen and a half inches including six inches on the 
front page constitute good selection for a story of a warehouse 
explosion in Chile, in the light of the absence of coverage of 
important developments in Chile? 

With coffee a $3 billion-plus per year retail commodity, and 
virtually every consumer in the country interested in the price 
of coffee, did it constitute good newspaper coverage to run 
without discrimination the press releases of a propaganda 
organization trying to support a speculative doubling of the 
price in the face of supply and demand factors that did not 
justify it, and with no attempt to present a balanced view- 
point? And in the summer of 1953, with speculative pressure 
on for still another boost, did the New York Herald Tribune 
for instance select well when it failed to cover the facts of the 
Brazilian frost as they were available from unbiased report- 
ing in Washington and Rio, and instead used its food column 
to herald still higher prices and to use some 12 inches to recite 
uncritically some scattered facts and figures on the subject? 
(12 inches, for order of magnitude, is close to the total space 
devoted by the New York Herald-Tribune in an average month 
to news brought up from Brazil. 


Was it good selection of economic and financial news of the 
hemisphere that prompted the New York Times to publish so 
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many of the utterly unimportant press releases put out by the 
Information Office of the Dominican Republic? 

No, shortage of space is not the dominant element in the 
failure of the U. S. press to cover the Latin American story. 

(7) Finally, there is an appreciation on the part of some 
editors that something must be done about this failure. Un- 
fortunately, this has given rise to a number of devices designed 
to serve as a substitute for straight news coverage. In Wash- 
ington, an editor genuinely interested in Latin America decided 
that even though his paper was a tabloid, the reader should 
have an opportunity to become familiar at least with the 
names of the Latin American countries. Thus, the Daily News 
(Scripps-Howard) under the title Dateline Amigos started to 
run a series of squibs of 3 to 7 lines each, such as the follow- 
ing: “Lima: Six persons drowned in Independence Bay when 
a boat carrying 40 workmen capsized in heavy seas.” Value? 
And it matches a week’s space of that kind with a lengthy 
article rounding up a policy question in the news, unfortu- 
nately written around the buildup of a headline rather than 
with selectivity or perceptiveness in analysis. The Star in the 
same city in addition to heavy editorializing on the importance 
of understanding Latin America, provides fillers throughout 
the paper, apparently designed not to contribute to under- 
standing. For example, “Brazil has expanded free-exchange 
benefits to include unshelled nuts, Rio reports.” How enlight- 
ening to the average reader! In some ways the most unsatis- 
factory device and substitute for news coverage is that adopted 
by the New York Herald Tribune whose performance we next 
consider. 

The New York Herald Tribune. The Herald Tribune is an 
important advertising medium in the city of New York. It 
claims to be third among all U. S. newspapers in total general 
advertising lineage. In addition to the advertising, it carries 
a large volume of news in many fields. It is strongly inter- 
nationalist and might thus be expected to play up the inter- 
national story in support of its editorial policy. It does not 
carry the Latin American story. 

Consider a typical period, December 1952-January 1953. In 
these two months about 17% of the space devoted to Latin 
America consisted of canned travel material, inserted largely 
to encourage advertising by the air and steamship lines, and 
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presumably frequently furnished by the advertisers. While 
variations at length on the theme that “Saturday night is the 
night for fun in Haiti,” and that “a shopping spree in Panama 
is a real joy” may entertain, these canned pieces tend to have 
both the accuracy and the importance to understanding of an 
ordinary travel folder designed to entice the prospective vaca- 
tioner. They do not in any way substitute for news coverage. 

About 40% of the remaining Latin American space con- 
sisted of material originating in New York, largely business 
commentary arising from meetings or publications of business 
organizations. There was little or no effort to complement 
these stories with material from the field on the same subject, 
which is what adequate coverage required. Some 300 column- 
inches originating in Latin America were printed—say, a little 
over half a minute’s reading per day for the average reader. 
(Since the reader is selective also and since even a Latin 
Americanist would hardly want to read some of the stuff con- 
sidered newsworthy by the Herald Tribune, the time require- 
ments for briefing up on our “primary concern” were rather 
small for the reader of this newspaper. But volume alone is 
not a gauge. Consider Brazil: 

Brazil was a potentially active news center. “It is the most 
important single country in Latin America from the point of 
view of the United States,” in the opinion of Herbert Mat- 
thews, ace New York Times editorial staffman covering Latin 
American affairs. It is one of the great frontiers of trade, 
on which the great competitive battle among exporting nations 
was being renewed, and of course it has always been one of 
the great dollar markets because of the complementary char- 
acter of U. S. and Brazilian production. Military arrange- 
ments with Brazil are especially important since, among 
other things, as the Navy recently told the Senate Appropria- 
tions Committee, “they are scheduled to take a great responsi- 
bility in convoying in any submarine warfare and we have a 
large group of people there advising and assisting them.” 
Cooperative efforts to make available raw materials required 
for our atomic energy program have stemmed from the like- 
lihood that some of the important materials are available in 
Brazil, and Brazil’s energy requirements and resources are 
such that she may be one of the countries to profit most from 
peacetime use of atomic energy with a consequent urgency of 
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interest in the program on the part of the Brazilians, all of 
which adds up to a continuing vital story to be followed. There 
has been a running story on communist infiltration in the 
military and civilian government establishment, a long history 
of a potentially strong communist drive, a personality around 
whom the news develops, a current battle between important 
Brazilian elements on the communist issue, all of which was 
surely newsworthy for American readers in the period under 
examination. While the domestic political story of Latin 
America is not always of great interest abroad, Brazil was 
at the time suffering from the failure of the Vargas regime 
to show the decisive command of the situation which had been 
expected, and remembering how Vargas had once been ex- 
tremely newsworthy personally for our papers and what had 
been written at the time he took over again, complete neglect 
of the political story was hardly warranted. In addition there 
was a mass of spot problems like the billion in commercial 
arrears, legislation affecting direct investments, and specific 
items like the disposal plans for cotton stocks which were 
closely associated with our own domestic problems. What did 
the Herald Tribune do with the Brazilian story in this period? 
In the two months, the Herald Tribune used about 97 
column-inches on Brazil. Of this, 14 inches was a travel piece 
on Santos, apparently inserted to support advertising placed 
by Moore-McCormack. Of the remaining 83 inches, about 60 
inches came from its local sources in New York and Wash- 
ington, leaving about 23 inches originating in the field. One- 
eighth of the total Brazilian news coverage consisted of a 
belated report of an Export-Import Bank loan, carried several 
weeks after the story had broken in business publications, so 
that the business community already had the story. The ma- 
terial was available to all Washington reporters at an earlier 
time, but apparently the Herald Tribune was in no hurry, 
although it did give the story prominent space eventually. 


Well over half of the news coverage consisted of stories on 
the arrears problem. Granted that this was the big com- 
mercial headache for business-page readers of this period. 
But it is significant that the Herald Tribune made no serious 
effort to bring up the Brazilian side of the story from Rio and 
Sao Paulo, to bring up something new, rather than using the 
simple reporting of what businessmen in New York had said 
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at a meeting or what a Chamber of Commerce had already 
published on the subject, etc. 

The Herald Tribune ran an inch on a proposed cotton plan, 
without background or follow-up, so as to give it a lack of 
meaning to complement its inaccuracy. It ran two inches on 
a Red infiltration story which again lacked clarity or com- 
prehensibility for the average reader. It selected from per- 
haps 25 or more business-news developments in Brazil a squib 
on an authorization to expand an oil refinery, which certainly 
did not represent the maximum effectiveness in use of space, 
and whose selection seemed to follow no accepted criterion. 
It gave an alleged U. S. swindler some four inches when he 
turned up in Brazil, and the free-exchange bill eight inches 
of none too effective coverage. 

It must be pointed out that space limitations cannot be 
blamed for the failure to cover the Brazilian story. If the 
Herald Tribune really means what it says when it editorializes 
that Brazil’s “strength and well-being should be a primary 
concern of Americans,” the first task would be to improve the 
coverage of the running news story out of Brazil. Even if— 
how sad—it necessitates losing the benefit of the four and a 
half inches of editorializing on the sale of 30,000 yo-yos per 
week in Guatemala City (January 19). Such are the sacrifices 
that must be endured for our “primary concern.” 

Cuba is so intimately tied up with the United States through 
the volume of trade and the two-way tourist traffic as well as 
through the simple matter of geography that it almost forms 
part of the U. S. news story. In two months involving a break 
in the economic situation and tremendous potentialities in the 
underlying political situation, the Herald Tribune found a 
14-inch travel presentation showing why ‘“Cuba’s variety 
draws tourists,” three inches in which to report that the gov- 
ernment had been urged to encourage a bagasse operation, 
and 18 inches (partly out of the U.S.) on the arrest of some 
rebel plotters. 

On Bolivia, the big story was the progress of the expropria- 
tion. For the average reader, newsworthiness of the story 
rested in Washington in the public files of the Justice Depart- 
ment where a high-priced array of public-relations talent had 
registered, along with ex-Senator John Danaher (Republican) 
and ex-Senator Millard Tydings (Democrat), for an all-out 
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battle for the minds of the American newspaper reader and 
for the mind of the State Department. The Herald Tribune 
used a great deal of space for the expropriation story. It gave 
the Bolivian government space to exercise the line undoubtedly 
urged by public-relations counsel that the government wel- 
comes private capital and that it would pay off the U. S. share- 
holders in the company in which there was a small U. S. par- 
ticipation. And it gave suitable space for blasts from the other 
side, similarly urged by public-relations counsel, against the 
unacceptable basis of the government offers. Some 36 inches 
of financial-page editorializing on the broad problem of foreign 
investment stemmed from the Bolivian developments. But the 
central question of what happens in the country where the 
properties are expropriated in the period when its capacity 
to survive is being tested, and the story at the other focus of 
newsworthiness in Washington were both neglected. For, this 
would have required real digging and, of course, some Latin 
American coverage. And reporters in 1952-53 do not dig, 
especially when their papers show no interest in a story. 

In Chile, a warehouse blew up during the two months under 
examination. It was undoubtedly a tragedy of great local 
interest, an event which sold newspapers in Chile. For the 
American reader, it was not particularly notable. The inci- 
dent got more than half of the space which the Herald Tribune 
could afford to devote to Chile, including some front-page 
space. Chile was as usual undergoing constant political 
manoeuvering, the perpetual inflation was slowly draining 
the country’s last strength, there was a running story that 
could be built out of the Red problem in Chile, and there was 
a leader who was almost newsworthy in the North American 
reader sense. The Herald Tribune decided that for the Amer- 
ican reader the Chilean story was two inches on settlement 
of a copper strike whose importance was uncertain to him, 
four inches on allowing the President to fix the price of copper, 
one-half inch on an earth tremor, four inches on an anti-Red 
stand which might have been suitably developed to contribute 
to understanding by the reader but was not. That was the 
Chilean story. 

Detailed analysis need not be presented country by country. 
It suffices to note that the Herald Tribune found many other 
developments worthy of bringing to the attention of the Amer- 
ican reader, without discrimination, without clarity or fixing 
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of the importance of the story, without suitable interpretation. 
A bus caught fire in Buenos Aires. Robert Moses toured 
Creole’s Venezuelan installations. Pantapec completed a well. 
(Are all completions reported or was there something special 
here?) There was $330,000 worth of whiskey stolen on the 
Venezuelan waterfront. Israel’s Foreign Minister will visit 
Chile. A ransom was paid for kidnappers in Peru. And so on. 
Items of this kind are fitting for a beat where you operate on 
a day to day basis, bringing in with regularity a story to meet 
a filing deadline. No American reader could possibly want 
that detail, at a time when the larger stories are eluding his 
newspaper. It is a waste of effort for the men in the field, 
a waste of space (if space is really a problem in Latin Ameri- 
can coverage) in the newspaper. Small wonder, then, that the 
reader would complete his two months reading without gaining 
the minimum command of the news that he seeks. If, as has 
been stressed to him in the editorial column, this area is his 
“primary concern,” he must search out another newspaper. 
Some will say that it is not the function of the newspaper to 
report the Latin American story, that Americans should 
depend on books after the newspapers have delivered their 
exhortations. Only last August, a book reviewer (Orville 
Prescott) for the New York Times, noting the wide variety 
and number of books published on Latin America, wrote that 
“if the reading public of this country knows little or nothing 
about Latin America, it is not because information has not 
been available.” But the central fact is that the average 
reader of a newspaper expects it to furnish up-to-date current 
information on what is happening here and abroad. And that 
includes Latin America. 

It is not suggested that the Herald Tribune is particularly 
conspicuous among American newspapers for the faults illus- 
trated in this article. The picture is a common one, although 
perhaps less excusable in an internationalist newspaper in our 
largest city striving for worldwide recognition as a news- 
paper. Nor has the paper been completely unaware of its 
deficiencies. It is with two devices adopted by the Herald 
Tribune that we are next concerned. 

Substitutes for News Coverage. One device adopted by the 
Herald Tribune is the country-supplement, a special section 
on a single day devoted to the business and finance develop- 
ments in a single country. On March 16, 1953, for instance, a 
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supplement was devoted to Brazil; on April 6, a supplement 
on Cuban industry and finance appeared; on April 13, a sup- 
plement on Venezuelan business was published. Essentially, 
these supplements are not a substitute for news coverage. 
They are an advertising department device to bolster revenue. 
The paper in effect sells a large volume of advertising in return 
for the use of a certain number of pages of its paper for 
“information” regarding a particular country. Thus, the 
Brazilian supplement carried some 22 pages of advertising, 
of which 16 pages were paid for by the national and local 
governments and government agencies in Brazil. The Cuban 
supplement carried about 17 pages of advertising, of which 
9.5 were government advertising. The Venezuelan supple- 
ment carried 21 pages, of which 14 were paid for by the gov- 
ernment and its agencies. There was a bonus provided by 
the Herald Tribune in each case, in addition to permitting 
the columns of the supplement to be loaded with material 
chosen without discrimination, uncritically, with the free hand 
that any editor of a house organ would insist upon in pub; 
lishing in support of his firm. The bonus was a short editorial 
on the regular editorial page. For its 22 pages of advertising, 
Brazil got 23 lines of editorial, holding forth on Brazil’s well- 
being as a primary concern of Americans north and south. 
Cuba got some 41 lines of editorial stressing the “‘picture of 
prosperity presented in the section of Cuba”—needless to say, 
a rather inaccurate picture. Venezuela got 34 lines. There 
is a place for house organs, for propaganda publications, but 
it may seriously be questioned whether the newspaper is that 
place. And certainly the newspaper is not the place if it is 
not able or willing to sift the material as thoroughly as it would 
in its regular columns. The banner for the Cuban supplement 
was “Cuba Moving to New Level of Prosperity.” It may seri- 
ously be doubted whether this was a step in the direction of 
truthful reporting. And similar inaccuracies occur through- 
out the supplements, whether it be the belated plug for VBEC 
after it had proven a colossal flop, or whether they occur in 
the descriptive material on business conditions. No, the sup- 
plement, however worthy from the advertising revenue stand- 
point, ranks closer to the historic mistake the Atlantic Monthly 
made during the Mexican expropriation period than to a sub- 
stitute for news coverage. 

The second device used by the Herald Tribune is the roundup 
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article on the editorial page, usually written by a person 
not on the regular staff of the paper, devoted to a single sub- 
ject and seeking to give a more rounded picture than can be 
gotten from the news columns. This is an old device and is 
successfully used by the Times (London) for instance. In the 
case of the Herald Tribune, since there is apparently no policy 
concerning the regularity of presentation or personality asso- 
ciated with the material, the device suffers from great uneven- 
ness in quality, unsatisfactory timing, and poor selection. 
The appearance of such a column seems to depend more on 
some person suggesting that he has something that might be 
useful on the editorial page, rather than on a person familiar 
with the Latin American scene deciding that it is time that a 
particular subject got the fuller treatment. If a university 
professor happens to be interested especially in Venezuela and 
suggests such a space filler, the paper may come up with a 
Venezuelan political situation interpretation. If someone 
turns up from Brazil with a rather thin and even dated round- 
up on the Brazilian economic situation, and is properly intro- 
duced, the paper may find it happens to be time to run such 
an article. If a distinguished magazine editor happens to be 
on his way to Guatemala and offers a series, then the paper 
may run aseries. For the reader, there is no impression that 
this device is the result of conscious editorial effort to substi- 
tute for the dismal job being done on news coverage. The 
device has possibilities, but as used by the Herald Tribune it 
is as far from the standard achieved by the Times’ (London) 
editorial page pieces, as the whole paper itself stands in com- 
parison with the Times. 

Conclusion. The International Press Institute has recently 
reported the findings of a survey which indicated that readers 
would like more foreign news if it were better interpreted, 
that they want better reporting of foreign news rather than 
government propaganda, that a surprising number of people 
consider foreign news as presented to be inaccurate. An editor 
of the New York Times told the Institute last May that 
“TI do not believe that on the whole the nations of the world 
get accurate pictures of one another. I am convinced that 
much of the foreign news we print is not understandable to 
the average reader—it is in every sense foreign to him.” 
Thecoverage of the Latin American story which important 
newspapers in this country provide is a matter of shame for 
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everyone interested in the American press. This deficiency 
does not stem from a lack of newsworthy material originating 
in Latin America, it does not stem from a lack of interest on 
the part of the reader that comes anywhere near paralleling 
the lack of interest on the part of the newspaper itself, and 
in many cases it does not result from a lack of space under 
the pressures for selection that must continue to influence 
what is and what is not published. If American newspaper 
publishers must choose between (1) devoting a certain pro- 
portion of their time and energies to worrying and meddling 
about a free press in Latin America and scolding readers to 
take an interest in Latin America, and (2) devoting the same 
time and energies to correction of this serious fault in their 
own press, perhaps top priority should go to making sure that 
their own papers are fulfilling their primary responsibility 
of reporting the news independently and as effectively as is 
possible. 








Entrepreneurship and Economic 
Progress in Jamaica 


By SIMON ROTTENBERG* 


In recent years, the poor countries have reaped a whirlwind 
of survey missions from the expansion of international agen- 
cies with generalized interests and from the explicit addition 
of the pillar of technical assistance to the edifice of American 
foreign policy. 

It is the nature of survey missions to be composed of tech- 
nicians competent in some narrowly-restricted field of knowl- 
edge, who take “quick looks” at the problems they study. 
This need not be so; but both the sponsoring agencies and 
the governments of the countries studied seem to prefer teams 
of specialists to men with broad social scientific perception, 
and it is probably true that the duration of a mission is in- 
versely related to the quality of its personnel. Better men 
are available for two months than for two years. 

Whatever the source of these limitations on the choice of 
mission organizers, whether they are self-imposed or inherent 
in the administrative problem, the consequence has been that 
survey missions have frequently perceived only the superficies 
and have left the really significant, but subtly hidden, rela- 
tionships covered and un-mined. 

The reader of a number of reports on ‘The Economic Devel- 
opment of X” begins to feel in his bones, after a while, that 
he has read all this before; change place names, product 
names, and dates, and the reports become good substitutes for 
one another. Yet there is surely such large historic and cul- 
tural diversity among the poor countries, that writing by rote 
must give wrong or partial solutions to the developmental 
problem. 

The International Bank for Reconstruction and Develop- 
ment’s recently published report on The Economic Develop- 
ment of Jamaica is a good illustration of the kind of lacunae 
that appear when the study design is forced into the frame- 
work of narrow competence and short duration. Within this 
framework, it is a sound report; but fundamental factors in 
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Jamaica’s cultural experience which ought to be enormously 
influential in an evaluation of the country’s developmental 
prospects do not fit the administrative framework and are, 
therefore, not dealt with at all. These are factors which take 
time and creative intellect to be perceived. 

What, for example, are the implications for economic 
growth in Jamaica of the racial ordering of the community ?, 
of the pattern of mobility between classes?, of the nature of 
occupational choice?, of the marriage of African and British 
cultures?, of the heritage of slavery?, of the high value put 
on independence from supervision at work?, of colonial status 
and the constitutional system?, of the properties of successful 
leadership and the nature of the relationship between leaders 
and followers?, of the psychology of “insularism” and its 
disintegration?, of the powerful influence of traditional prac- 
tice?, of the required qualities of entrepreneurship? 

These are some of the really important questions; the reader 
of the report will look in vain even for their formulation. 

I discuss only one of these questions in this paper. 

Economic progress implies change. Old values, systems, 
structures and relationships fall away and are replaced by 
new ones, or the old is modified at its margin and something 
is grafted on and the amalgam which results is distinct from 
the old. The process has been analyzed at length by Schumpe- 
ter in his differentiation between circularity and creation and 
it can be incorporated here by reference. 

Change of this order is not easily made. Almost everywhere 
in the poor countries, traditions that lead to changelessness 
are powerful. Men persist in pursuing habitual patterns of 
behavior. They prefer to avert uncertainty and they are 
caught in a strong-branded social expectational web that 
inhibits deviant conduct. 

Economic development occurs nowhere independently of the 
purposeful decisions of men. It does not “just happen’; 
it is made. Its making requires the existence of a class of 
men with creative minds who will not be bound by tradition, 
who are shrewd and ruthless in the pursuit of calculated self- 
advantage, who will sacrifice much in the present for gain 
in the future. 

Where is such a class of men to be found for Jamaica? 
They might be brought from the outside, if Jamaica were 
willing to administer a policy of immigration, but in the con- 
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text of the nationality complex that pervades the world, this 
is known as “exploitation” or as “taking our jobs” and is 
unacceptable. 

Are there such men already in Jamaica? Jamaican society 
is a plural society, whose component communities are defined 
by race or national origin. It dissects more conveniently into 
this set of components than any other. 

Jamaican whites are largely either descendants of early 
settlers who came from the United Kingdom to make quick 
fortunes in sugar or they are of that class of peripatetic men 
who manage and clerk in overseas enterprises. 

The secular prosperity of sugar in the West Indies up to 
the mid-nineteenth century and the social and occupational 
patterns of master-and-slave left an enormous impression on 
Jamaica whose remnants are still seen everywhere in the 
island. Pitt said in 1798 that Britain took £4 million per 
year from the islands and only £1 million from the whole of 
the rest of the Empire. Confronted with the necessity of 
choice in negotiations with the French, the British preferred 
the West Indies to Canada. 

Whites who came in this period consumed lavishly. If the 
price of sugar fell for a time, they encumbered their prop- 
erties with debt in the certain expectation that the price would 
rise again. Work was done by blacks. Whites did not work; 
they lived like transplanted country squires and they aspired 
only to strike it rich enough to buy into landed gentry status 
at home. 

The pattern was pervasive; it characterized the townspeople 
as well as the owners of the sugar estates. We have, for ex- 
ample, this testimony from the 1820s: 

“Tt would be almost an affront to call a store a shop, for 
by this you infer that the West Indian is a shopkeeper, 
whereas he is no such thing; he is a merchant. Shopkeeper 
is an obsolete term in the tropics. All who are not mer- 
chants are hucksters, and all who are not hucksters are 
merchants, and the two have no connexion. . . . Whoever 
is a merchant is a gentleman, whoever is a huckster is no 
gentleman; now in England there is a middle class: the 
merchant is the highest man of business, the retail vender 
of farthing rush-lights is the lowest, and the business man 
is a respectable tradesman.”’! 


1F. W. N. Bayley, Four Years Residence in the West Indies, during 
the years 1826, 7, 8, and 9. London (William Kidd), 1832, p. 356. 
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The certainty of success in cane and the orientation of 
behavior to consumption goals deadened the spirit of devotion 
to enterprise among West Indian whites. There is now less 
preoccupation with cane; London and Liverpool now have 
alternative sources of supply and West Indian sugar must 
fight to make its way. The descendants of the slave masters 
are now psychologically committed to the proposition that 
Jamaica is their home. They are not, as were their fore- 
fathers, transients in the tropics. The influence of the old 
patterns has diminished but they are deeply rooted and still 
have depressive effects upon entrepreneurship. By and large, 
West Indian whites are committed to the conservation of the 
old order; change is hazardous to their vested interests in 
the status quo. 

The managers of the properties of the limited liability com- 
panies are not permitted to run large risks with their share- 
holders’ capital. The divorce of ownership and control has 
not gone far in British firms with West Indian interests and 
much less power vests in the managers than is now common 
in American corporations. Innovation cannot be expected 
from this quarter. 

Next to the British-descended whites is the colored com- 
munity. The colored of the West Indies have always been 
social risers. They broke away from the blacks, who were 
the lower classes, formed associations with persons of lighter 
hue, and took over the values of the whites. Even those who 
have never been there speak of England as home and, in a 
profound psychological sense, it is home. It is important for 
them to be proper. Propriety means independent self-employ- 
ment in the liberal professions or employment in some white- 
collar capacity, the possession of physical symbols of good 
living, formal schooling, belonging to the club, proficiency at 
tennis and cricket, and the reputation for gracious enter- 
tainment. 

If rising occurs in this way, rather than through investment 
and risk-taking, this also does not seem to be the class from 
which entrepreneurs will come. 

The blacks of Jamaica are wage earners or independent 
peasants who are, in any meaningful functional sense, identi- 
cal with wage workers. For the immediate future, there does 
not seem to be a reservoir of entrepreneurship here. 

If this now exhausted the possibilities, the outlook for eco- 
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nomic development in Jamaica would be dark. But there is 
a class of newcomers to the West Indies where, it seems to me, 
the hope for creative revolution lies. In Jamaica, they are 
the Syrians, the Lebanese and the Chinese. In other islands, 
they may be these nationalities or Portuguese or Indians. 
They are socially marginal men. They have no roots in 
Jamaican tradition. They are not plagued by principles of 
fair play. They can drive competitors to the wall or make 
sharp bargains or seize the advantage of temporary monopoly 
and there is no community whose standards compel them to 
withdraw from these tactics. They are shrewd enough so 
that they come to be considered somewhat disreputable. Any 
Jamaican will tell you of the Chinese shopkkeeper who adds 
weight to his dried salt fish by wetting it down a bit. But, in 
the circumstances of social marginality in which these people 
find themselves in the Jamaican community, disrepute does 
not lead them to some other goal orientation than that of gain. 
White and colored entrepreneurs in the same case would be 
brought sharply to heel by the threat of social ostracism. 

The Syrians, Lebanese and Chinese in Jamaica, and their 
counterparts in the other islands, are men who are willing to 
forego consumption. They are the capital accumulators. The 
talk in the community is that they are grubby descendants of 
pack peddlers, that they pursue profit too much, that they are 
shabby, and that they are not well-mannered and polished. 
This leaves them unaffected precisely because they are mar- 
ginal in the community and they persist in operating on 
Western entrepreneurially-oriented premises. 

The finding of risk-takers is, however, not the whole story 
of entrepreneurship in Jamaica. 

One needs also to ask whether there is a difference between 
the type of entrepreneurship needed to induce economic growth 
when the start is made from low levels of income and the type 
needed when growth consists of the persistence of secular 
trend which has already brought the economy to high income 
levels. 

Is the problem of growth from a low base one of finding 
entrepreneurship which will “mobilize” resources by breaking 
them away from traditional patterns? At a high base, is 
mobility already part of the tradition, so that resources move 
quickly and easily in response to incentive? Alternatively, 
is the problem of growth from a low base one of “immobiliz- 
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ing” resources by depressing aimless movement between uses, 
because, once torn from ancient moorings, movement tends 
to be self-generating? Or is the problem of entrepreneurship 
one of achieving some optimum degree of mobility that, in 
economies growing from a high base, occurs through the oper- 
ation of automatic market forces? 

If this is so—if entrepreneurial policy has to do what is 
done by price in other contexts—what characteristics must 
entrepreneurship have? Must the innovative function in the 
firm be joined with guidance on the politico-emotional side 
of community life? Does this mean that the politician who 
is welfare-oriented has an “entrepreneurial” role to play? 
That is, does government have a more significant role to play 
in economic development in poor countries than in rich? If 
so, what is the source of these public entrepreneurs in Ja- 
maica? Can this role be successfully taken by persons 
brought from outside the country?, or by persons of a class 
which is differentiated from the masses of the people? 

These all seem to be significant questions in a study of the 
future of the Jamaican economy. They are not dealt with in 
the Bank report. They are, of course, sensitive questions and 
it is quite possible that they would have gone unanswered— 
the restricted freedoms of official agencies being what they 
are—even if there had been time and if the Bank had included 
non-specialists on its mission roster. But clearly, the Bank’s 
report tells only a partial story for ignoring them. 








Intensification of Competition 
in Mexico Through the Entry of 
American Private Enterprise 


By RAYMOND F. PELISSIER* 


The entry of foreign firms into an underdeveloped country 
like Mexico may intensify competition in an economy in which 
a limited number of competing firms is operating. American 
firms have often fulfilled this function. In many cases the 
industry will be operating under conditions of monopolistic 
competition, a situation that generally results in considerable 
flexibility of prices. 

More intense competition, if accompanied by lower prices, 
benefits the people of Mexico by making it possible for them 
to buy more goods than could otherwise be bought with a 
given amount of income. Their purchasing power or real 
income is increased and their standard of living is improved. 

An American firm might help to raise the Mexican standard 
of living by the production and sale in Mexico of products at 
prices lower than the imported prices would be. Often the 
American firm produces exactly the same product it makes 
in the United States. The products of several American com- 
panies now being made in Mexico are now sold in Mexico at 
prices lower than those charged for the identical product in 
the United States. It is clear, however, that a benefit accrues 
to Mexico even if the American firm can make and sell the 
product in Mexico at a price which would be lower than the 
imported price, including shipping costs from the United 
States to Mexico and duties in effect when the Mexican plant 
was established. It is important to distinguish between the 
duty in effect when the firm enters and the duty which might 
be imposed, often by agreement with the Mexican government, 


* Mr. Pelissier is Lecturer in Latin American Economics, Georgetown 
University, Washington, D. C. This article is taken from “The Con- 
tribution of American Firms to the Economic Development of Mexico 
Since World War II,” a dissertation to be submitted in partial fulfill- 
ment of the requirements for the Ph.D. degree at American University, 
Washington, D. C. 
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as soon as local production has begun. The latter duty is fre- 
quently prohibitively high. 

Reasons for Lower Prices. There are several situations in 
which an American branch may be able to sell in Mexico below 
the cost of the imported product, including the duty in effect 
before the firm started to produce in Mexico. Usually the 
explanation is to be found in certain cost advantages, in ma- 
terials, labor or marketing costs. To these favorable factors 
the American firm may be able to add equipment and admin- 
istrative skills not previously available in Mexico. 

In the case of one product, razor blades, the lower price is 
merely a more convenient price. A package of five blades sells 
for two pesos (23 cents in U.S. money). This price is slightly 
below the U. S. price because a higher price in Mexico, perhaps 
two pesos, five centavos, or two pesos, ten centavos, would 
require much change. Incidentally, visitors to Mexico have 
observed an annoying almost nationwide tendency of the small 
tienda to be out of change. Another lower priced product in 
the same line sells for a little more in Mexico—111% cents 
compared with 10 cents—also because one peso in Mexico and 
ten cents in the U. S. are convenient prices. In other cases 
there are indications that competition within the protected 
market acts as a restraint upon prices. This seems to be the 
case in the sale of polystyrene, a plastic material, which in 
the relatively small Mexican market is made by both Monsanto 
and the Bakelite Division of Union Carbide. 

The Mexican plant of Burlington Mills makes rayon ma- 
terial to be used in men’s and women’s wear. Most of its raw 
material comes from the Celanese Corporation’s subsidiary 
in Mexico. While the Celanese Corporation’s products cost 
slightly more than they would if imported, the Burlington 
Company sells its output for much less than it costs in the 
United States. It seems probable that competition with other 
materials used to make men’s and women’s wear are instru- 
mental in keeping the selling price of Burlington products 
down. Lower labor costs, however, are undoubtedly deserving 
of mention at this point. The Burlington wages in Mexico 
are about $1.00 a day. In the United States they are $8.00 
per day or more. Wages of one-eighth to one-tenth the rate 
for equivalent services in the United States are common in 
Mexico. It should be added that the typical United States firm 
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not only pays its workers well above the minimum wage speci- 
fied by law in Mexico, which is $1.16 at present in Mexico 
City, but also well above the average wage paid by its Mexican 
competitors. 

It seems probable that many of the other American firms 
which are able to sell below the cost of imported products 
have also benefited through the lower labor costs of Mexico. 
This would be especially true in those industries in which the 
labor cost is a relatively large percentage of the total cost. 
For example, the pharmaceutical industry is one using rela- 
tively simple machinery. The presence of many American 
pharmaceutical firms, including several of our largest com- 
panies, seems to be an indication that the wage differential 
is attractive to this type of industry. Lower labor costs have 
apparently also been an important reason why the DO ALL 
Company has been able to establish a small shop with thirty- 
five employees in Mexico in which they are making hinges and 
door pulls for machine tools to be assembled in the United 
States. Mr. Lewis Wilkie, President of DO ALL, reported 
in a letter to the writer that the company was unable to find 
a source in the United States which could make these items 
as well as the company’s shop in Mexico. The wage rate dif- 
ferential seems to be the important factor enabling the 
Mohawk Carpet Company to sell its products in Mexico below 
the United States price. Using machinery identical with that 
used here to make a product also sold here, the company was 
able to use natives of the small towns near Mexico City in 
which it is located. These workers were first hired to build 
the factory. The more promising among them were trained 
as weavers. 


When to lower labor costs in manufacturing a further 
advantage in the form of cheaper raw materials or lower 
marketing costs can be added, the incentive to manufacture 
in Mexico becomes greater. The Kellogg Company has a two- 
fold advantage over its Battle Creek operations. It has opened 
a plant in Queretero in central Mexico, a city where the wage 
levels are lower than in highly industrialized Mexico City or 
Monterrey. It has an abundant supply of corn available at a 
fraction of the United States price in the chief corn growing 
state of Mexico. To be sure, its machinery, which is the same 
modern equipment used in the home plant, cost more deliv- 
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ered in Mexico, but the savings in labor and raw materials 
enable Kellogg to sell its products in Mexico below the prices 
for imported products. 

The same situation seems to hold for the Nestlé Company 
which prepares powdered milk products in a small town in the 
state of Jalisco in central Mexico. Nestlé pays about 60 
centavos per quart for its milk, or roughly half the price paid 
to farmers in the United States. Powdered milk products are 
widely used in Mexico, which has a lack of high-quality pas- 
teurized milk available for consumption even in its largest 
cities. 

The prices of American brands of soft drinks are less in 
Mexico than in the United States. Coca-Cola costs less than 
3 cents a bottle. Missior and several other brands cost about 
314 cents a bottle. In the United States the same drinks sell 
for 5 to 10 cents per bottle. Part of the difference in retail 
price is explained by a higher retail margin. In the Wash- 
ington, D. C., area a store sells a 12-ounce soft drink for 
6 cents, for which it pays 4 cents. The retailer takes 2 cents. 
In Mexico City the retailer gets 7 centavos or about eight- 
tenths of a cent. The price to the retailer is about 3 cents 
per bottle in Mexico City for a 12- or 15-ounce bottle. The 
bottler gets one cent less per bottle in Mexico even though 
everything but his labor and sugar cost him more there. His 
distribution costs are heavy even though wage rates of the 
employees on the trucks are low, because of the way in which 
soft drinks are sold in Mexico. ‘“Refrescos” or soft drinks 
are sold in Mexico by a multitude of “‘tiendas” or stores and 
“‘nuestos” or stands which may be anything from a board laid 
across two wooden boxes to a more elaborate wooden structure 
like those from which _ fireworks are sold in the United States. 
Each customer must be visited every day because he lacks 
the money to buy more than one days supply of refrescos and 
he has only enough space to store that amount. In many 
cases the brand preference is not strong enough to prevent 
the customer from buying a good part of his needs for the 
day from the first bottler to come that day. The bottler is thus 

required to visit every customer he wants to keep every day. 
There is a great number of bottlers in Mexico City—there is 
said to be 500 industrial bottlers and 1200 kitchen small bot- 
tlers in the country—and the typical order from a tienda or 
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puesto is small. It may be for only one case and that case 
will be made up of five or six different flavors. So the bottler 
has to assign three or four workers to each truck instead of 
the one typically used in the United States. 

There are additional cost savings which may accrue when 
manufacture in Mexico is substituted for the importation of 
the finished product. The cost of building a manufacturing 
plant in Mexico, at present, is estimated at 75 per cent to 
85 per cent of the cost of constructing an identical plant in 
the United States. The extent to which imported machinery 
is used will affect the final cost.!. Inventories of finished goods 
can be reduced because the supplier is nearer the customer. 
Obsolescence or deterioration is less likely to occur. Often 
the duty on raw materials will be proportionately lower than 
duty on the industrial or consumer good made by the Ameri- 
can firm. 

For example, a manufacturer of styrene plastic benefits by 
bringing in tank cars containing the petro-chemical liquid 
base for its product. The process of importation is easier 
than before, the duty is lower than on the polystyrene, and 
the inventory problem is simplified. The manufacturer can 
respond more readily to market changes. During the influ- 
enza epidemic of early 1953 when there was an extraordinary 
demand for certain pharmaceutical products, American manu- 
facturers located in Mexico were in an especially advantageous 
position to take advantage of an unexpected greatly expanded 
market. 

Some of the examples just mentioned probably support the 
conclusion reached in a well-known League of Nation’s study 
to the effect that technical developments in recent decades 
have facilitated the industrialization of underdeveloped coun- 
tries. As long as steam power was the chief form of energy 
available, greater economy of production was achieved as the 
size of the engine grew. Electric motors and internal com- 
bustion engines, which have replaced the steam engine since 
1900, can operate more efficiently at smaller scales of output 
than steam engines in certain industries. New machine tools 
have worked in the same direction.? 

John Blair suggests that there are other new techniques 


1 Export Trade and Shipper, July 27, 1953, p. 12. 
2League of Nations. “Industrialization and Foreign Trade,” p. 41. 
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favoring decentralization to be found in the use of material 
and in transportation. He also suggests that decentralization 
of ownership and control should accompany decentralization 
of productive units. This latter point might be said to argue 
for a separate company, with a majority of the stock held by 
Mexicans, as the most desirable from a Mexican affiliate. The 
shortage of Mexicans trained in modern business-manage- 
ment techniques greatly weakens the force of this argument, 
however.* 

The League study also pointed out that assembly line pro- 
duction has increased the advantage of large-scale operations 
in other industries. Since our mass-production industries have 
entered Mexico in fairly large numbers, a few comments about 
their contribution in the way of lower prices are in order. 

The American Mass-Production Industries. While there are 
many instances in which American manufacturers can make, 
or help to make, a product to sell for less in Mexico than 
in the United States, the typical case is one in which that 
is not true. The products of our great mass-production indus- 
tries such as steel, automobiles, tires, industrial motors, trans- 
formers, radio and television sets, small appliances and gas 
stoves, as well as many other consumer goods, sell in Mexico 
for more than they do in the United States. 

Whether these industries can achieve costs low enough to 
compete against foreign-made products, after the infant stage 
has been passed, cannot be predicted. Several of them have 
received government protection or financial assistance which 
insulates them, to some extent, from foreign competition. 

The connections these firms have with United States com- 
panies making a variety of products could be useful to them 
if their costs and prices continue to be unduly high by world 
standards. If the market for Cadillacs is found to be too small 
in Mexico to permit economical production, General Motors 
can concentrate on lower-priced cars. If the Westinghouse 
affiliate, Industria Electrica Mexicana, finds it has over- 
estimated the Mexican market for water heaters it can dis- 

continue those products and perhaps substitute others not 
previously made. (This was done.) 

A small Mexican firm making a single product and a branch 


3 American Economic Review, May, 1948. John M. Blair, “Does Large- 
Scale Enterprise Result in Lower Costs?” pp. 151-2. 








86 INTER-AMERICAN ECONOMIC AFFAIRS 


of an United States firm with a very limited line of products 
are much less flexible with respect to the variety of products 
they offer. We have here an additional argument for encour- 
aging our mass-production industries to go into growing under- 
developed countries even though the production costs of the 
items they first choose to make may be high. 

The conditions under which automobiles are assembled in 
Mexico can be used to illustrate the problem. The three largest 
American makers have factories in Mexico. They are respon- 
sible for nearly all the cars assembled in Mexico, which in 
1952 totalled 45,000 cars. In the United States our industry 
turned out five million cars in 1952. The small scale of output 
requires a worker in Mexico to perform 20 to 30 operations 
on each car instead of the two or three assigned to him here. 
Moreover, since the General Motors plant in Mexico, for ex- 
ample, has only one line for the assembly of all its passenger 
cars, the Mexican worker may go from Chevrolet sedan to a 
Cadillac roadster and then to a Buick convertible, changing 
positions and tools innumerable times as he does his work. 
As a consequence largely of the small scale of operations, in 
1949 nearly all models of the three largest U. S. makers were 
50-70 per cent higher in Mexico than in the United States.* 

Similarly, the Industria Electrica Mexicana plant at Tlal- 
napantla, a Westinghouse affiliate, has been called the largest 
manufacturing plant in Latin America. It produces a line 
of industrial products like motors, transformers, breakers 
and switch gear. Among its consumer products the refrig- 
erator is the leading major appliance but its annual production 
is only 16,000 to 18,000 per year. This amount could be made 
in about ten days in a Westinghouse plant in the United States. 
IEM products sell in Mexico above the prices that would pre- 
vail if United States products came in. At the present time, 
however, IEM industrial products find their most intense 
competition from European products which come in despite 
relatively high duties. 

Mosk reported that Altos Hornos, the Mexican steel com- 
pany affiliated with the American Rolling Mills, had been 
charged with selling steel plate for two to three times the 
delivered price, after paying freight and duties, of steel im- 
ported from the United States. The company did not deny 


4 El Universal, December 24, 1949. 
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this accusation made by a representative of a group unfriendly 
to Mexican companies associated with American companies.° 

A UN study reported that the cost per ton of making steel 
at Monclova in 1948 was almost exactly the same as the deliv- 
ered cost of Sparrow’s Point, Maryland, steel, $83 per ton for 
Mexican steel and $84 for the imported product. Unless the 
Mexican company was making an entirely reasonable profit, 
and there is no evidence it was, Altos Hornos should have 
been able to sell its steel products at close to the prices for 
imported products. 

Another UN study said that Altos Hornos had a somewhat 
higher efficiency of operations in 1950 than Fundidora de 
Fierro y Acero de Monterrey, the largest single company in 
the iron and steel industry of Mexico. Prices of steel products 
made in Mexico on the average were nearly twice as high as 
prices for the same products made in Western European 
countries or the United States. (See Table I.) 

The prevalence of higher prices in Mexico for American 
products made in Mexico is similar to the experience of 
American companies operating in Canada. A survey of 900 
American-controlled companies in Canada in 1934 revealed 
that two-thirds had higher f.o.b. prices. The others had the 
same prices or, in a few cases, lower prices. Wage rates were 
not greatly different between the two countries, however, so 
that the higher raw material or parts costs of the Canadian 
branches, combined with the usual smaller scale of opera- 
tions, would make the higher relative prices in Canada more 
comprehensible than those in Mexico where the wage level 
is much lower.® 


TABLE I 


Comparative prices of certain steel products in Mexico and selected 
countries, 1950 (in Mexican pesos per metric ton) 


United 

Benelux Kingdom France USA  Mevico 
Commercial steel . 480 530 510 655 1,020 
Reinforcing steel - . 475 540 — 655 990 
Sections : . 480 470 460 650 860-1,050 
Heavy and medium sheets 550 495-575 620 665 920 
Machine wire E 550 505 520 735 1,930 
Fine sheet iron 825 685 750 640 1,210 


Source: United Nations Technical Assistance Administration. An 
Enquiry into the Iron and Steel Industry of Mexico (New York, 1951), 
p. 15. 
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Productivity of the Mexican Worker. It should not be as- 
sumed from the foregoing discussion that the Mexican worker 
is not productive. Given the same equipment and the same 
conditions of work as the American worker, according to the 
testimony of many American managers of branch plants in 
Mexico, he is equally productive. There are two reservations 
which must be made with reference to this statement, however. 

When a worker begins with the American company he may 
lack stamina as a consequence of an inadequate diet. His 
new employment will help him to overcome this problem in 
two ways. In the first place, he will probably have more money 
to spend on food. In the second place, he is quite likely to 
have the privilege of eating in a company cafeteria at noon 
where he will get soup, meat, vegetables, rolls, dessert and a 
beverage for a peso or a little more. (At least one large com- 
pany makes no charge for lunch.) Since the food costs three 
to four pesos per meal in Mexico City, the company, in effect, 
subsidizes the cafeteria whenever the worker pays less than 
the cost of the food. The second reservation to be made is 
that the Mexican worker requires more supervision than the 
American worker. This may not be the feeling of all Ameri- 
can managers in Mexico but it has been expressed often 
enough to warrant noting it here. Several writers have con- 
cluded that the productivity of the industrial worker in Latin 
America compares favorably with American labor.? Phelps 
concluded that was true in Argentina, which has a large pro- 
portion of workers of European descent, but that productivity 
was much lower in Brazil, Chile and Uruguay.® 

The Sears Effect on Prices. The Sears, Roebuck operation 
in the United States stresses price competition. It seems 
probable that much of the Sears’ success in underselling rivals 
lies in the ability of the mail order houses to combine the 
wholesaling and retailing functions effectively so as to reduce 
the total margin the consumer must pay for those functions. 


5 Sanford A. Mosk, Industrial Revolution in Mexico (Berkeley and Los 
Angeles, 1950), p. 143. 

6 Herbert Marshall, Frank A. Southard, Jr., and Kenneth Taylor, 
Canadian-American Industry (New Haven, 1936), p. 238. 

7 Simon G. Hanson, Economic Development in Latin America (Wash- 
ington, 1951), p. 188. 

8D. M. Phelps, Migration of Industry to South America (New York, 
1936), p. 248. 
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Moreover, Sears aggressively engages in merchandise develop- 
ment in the United States. In many instances the new prod- 
ucts have undersold the competitive goods already on the 
market by a substantial margin. The early Allstate tires, 
designed by Sears, were first made by Goodyear in 1926 and 
were put on the market at a price about 25 percent under the 
prevailing market price for a comparable article. A similar 
reduction below competitive prices was possible when the 
Coldspot refrigerator was designed in 1931. Other products 
on which reduced prices were achieved through Sears’ efforts 
included washing machines, kitchen sinks and cabinets, roller 
skates, batteries and workshirts.® Sears has had a continuing 
effect on prices in Mexico. The National Planning Associa- 
tion study said, “It (Sears) brought lower prices generally 
for many types of merchandise bought by a substantial pro- 
portion of the Mexican people.’”'® The opening of the Sears 
store in Mexico City caused some readjustment of prices 
among the French-owned department stores there. Sears in 
Guadalajara tries to keep prices as much as 10 to 15 percent 
below its competition. 

Writing about one year after Sears opened in Mexico City 
in 1947, W. F. Brown said, “In general the price policy for 
the Mexico City store has been the same as that for opera- 
tions in this country. As a result, Sears has undersold com- 
petition on all items, the degree of difference in price being 
determined by a wide variety of circumstances.” Products 
on which there was no duty or a low duty would be higher 
than the Sears price in the United States by an amount neces- 
sary to reflect the transportation charge in Mexico. Although 
Mr. Brown was not clear on this point, presumably the greatest 
differential between the Sears price in Mexico and competi- 
tive prices would be found on goods in this category."! The 
next category of products would undersell competition by a 
fairly wide margin. These items were those on which heavy 
import duties were imposed. Sears would have an advantage 
in Mexico on such merchandise despite the fact that it was 


® Boris Emmet and John E. Jeuck, Catalogues and Counters (Chicago, 
1950), pp. 390-95. 

10 Richardson Wood and Virginia Keyser, Sears Roebuck de Mexico, 
S.A. (Washington, 1953), p. 1. 

11 Journal of Marketing, July, 1948, “Mass Merchandising in Latin 
America: Sears, Roebuck & Co.,” p. 75. 
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priced much higher than in the United States. The smallest 
differential would be found on those goods made locally. 
Nonetheless, examples can be given of articles of Mexican 
manufacture, sold in large quantities in Mexico, on which 
Sears undersells competition. In 1949, the Coldspot refrig- 
erator, made for Sears by the Mexican affiliate of Westing- 
house, Industria Electrica Mexicana, was the lowest priced 
refrigerator in Mexico. At a price of about $275 it was, 
however, much higher priced than the same refrigerator 
which then sold in the United States for about $210.° Sears 
reduced prices on ready-to-wear goods such as women’s dresses 
by having them made locally. An imported cotton dress 
selling for 125 pesos would sell for 75 pesos if made from 
imported materials and 50 pesos if made from local material. 
Sears also has brought about price reductions in shoes, slippers 
and many other products. Further price reductions are in 
store for Mexican consumers if Sears’ plans are carried out. 
The expansion of the market, largely as a consequence of the 
growth of the middle class in Mexico, and the increased chain 
of Sears stores will enable the company to work with its sup- 
pliers to introduce new mass-production methods of produc- 
tion. Such long-time favorite devices of Sears in the United 
States as advance scheduling of purchases and the use of 
known costs to compute prices can be used more widely than 
at present.?* 

It should be recognized that to many people in Mexico Sears 
is a high-priced store. This opinion would not surprise any 
company executives for it was believed when Sears opened 
it would become the “Lord and Taylor” or the “Marshall 
Field” of Mexico. Sears does handle much higher-priced 
merchandise among its imported items. The locally made 
hard goods such as refrigerators, washing machines and 
stoves will typically sell for higher prices than in the United 
States, although not necessarily for higher prices than in 
other Mexican stores. Another explanation for the impres- 
sion that Sears is a high-priced store comes from the Sears 
policy of not carrying low-end, low-quality items. For ex- 
ample, in 1949, men’s shirts could be bought in Mexico City 
for 8.50 pesos. The lowest sold by Sears at 17.50 pesos was 


12 Business Week, June 4, 1949, p. 106. 
13 Wood and Keyser, op. cit., p. 41. 
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well-designed, had a full cut and was sanforized. Sears found 
it did not pay, because of the high rate of returns, to stock 
the lower-priced items. 

Conclusion. In a number of instances American firms are 
making and selling products in Mexico at prices below those 
prevailing for the same products if imported from the United 
States. The entry of United States firms in these instances 
has intensified competition in Mexico, with Mexican con- 
sumers able to take advantage of the lower prices. 

In the mass-production industries, where the typical unit 
is relatively large and competitors few, the effect on prices 
in Mexico is not clear. Many of these industries are operating 
under oligopolistic conditions, with the government as the 
instrument for exercising restrictions on the entry of new 
firms, which typically would have some foreign participation. 
The government, moreover, has usually moderated or elim- 
inated competition for these products from abroad by import 
restrictions of various kinds. Prices in Mexico are, conse- 
quently, higher than in the United States and often higher 
than they would be in Mexico if imported completely assembled 
from the United States. 





